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¥EME RESULTS IN BRIEF

—gg-%  -FF-F  -FP-&
NAE=Z+AH ~NA=Z+HA +ZA=+-A2
30 June 30 June 31 December
2002 2001 2001
¥FHRA For the half-year ended HK$m HK$m HK$m
HBREESH 2 EERET Operating profit before provisions 5,849 5,967 5,536
AN Operating profit 5,568 5,946 5,133
BR B AR A Profit before tax 5,978 6,183 5,331
BREESZHEF Attributable profit 5,220 5,375 4,739
BRit Per share HK$ HK$ HK$
BRAR Earnings per share 2.73 2.81 2.48
BREL Dividends per share 2.10 2.10 2.80
REX At period end HK$m HK$m HKSm
BFEEs Shareholders’ funds 44,285 45,183 45,071
BEE Total assets 470,606 482,617 474,787
th# Ratios % % %
FEHA For the half-year ended
THEFRE2ERBE Return on average shareholders’ funds 23.8 24.4 21.4
AR WA = Cost:income ratio 23.7 238 28.8
FHRBEeLE Average liquidity ratio 43.4 46.0 45.2
REXR At period end
ik N i Total capital ratio* 15.4 15.8 15.3
FE—RERL & Tier 1 capital ratio* 12.6 12.6 12.3

TEANECRRETECREER
CEEREFRALEEEIHE
AL -

* The capital ratics take into account market risks in accordance with the relevant Hong Kong
Monetary Authority guideline under the Supervisory Policy Manual.
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CHAIRMAN'S STATEMENT

With the Hong Kong economy remaining sluggish and the banking environment challenging in the first half of 2002, Hang Seng Bank
achieved an attributable profit of HK$5,220 million, a reduction of 2.9% from the first half of 2001 but an increase of 10.1% compared
with the second half of that year. The return on average shareholders’ funds was 23.8%, compared with 24.4% for the same period in
2001.

In view of the Bank’s sound business fundamentals, the Directors have declared a first interim dividend of HK$2.10 per share,
unchanged from 2001.

These results were achieved in a banking environment of intense competition, continuing pressure on margins, surplus liguidity and
weak loan demand.

Hang Seng strengthened its focus on deepening customer relationships, prudent banking and higher margin, value-creating activities
to increase shareholder value.

Between January 1999, when our Managing for Value strategy was implemented, and 30 June 2002, the Bank achieved a total
return of 53.1% for shareholders. This was maore than double the average return of 16.2% recorded by Hang Seng Index constituents
over the same period. In absolute terms, total shareholder value increased by HK$70.3 billion.

Economic profit — the difference between post-tax profit and the cost of invested capital — was HK$2.9 billion in the first half of
2002.

Hang Seng's financial strengths and high standards were recognised when in June, it was named the Best Local Bank in Hong Kong
by FinanceAsia magazine. The Bank was also ranked number 3 for the strongest commitment to enhancing shareholder value in Hong
Kong by the same magazine in April.

Hang Seng continues to expand its large franchise through customer relationship enhancement and gaining a greater share of
customers' financial spending. Our segmentation strategies, one-stop financial solutions and efficient distribution network offer us a
strong advantage in the market, where we serve more than one-third of Hong Kong's population.

We are concentrating on the higher margin, value-creating activities of wealth management and commercial banking. In the first
half of 2002, encouraging growth was recorded in our wealth management services, reflected in the significant rise of 27.6% in net fees
and commissions.

Several developments mark a milestone in our mainland China business, Qur Shanghai and Guangzhou branches began offering
foreign currency services to mainland Chinese residents and enterprises in July, while the Shenzhen branch launched the services on 5
August 2002. The Shanghai branch will launch renminbi services for expatriates and foreign-invested enterprises shortly.

I am grateful to our hard-working staff for their contributions to the Bank’s success. In the difficult operating environment, we
announced our third salary freeze in four years for 2002.

The total number of staff participating in the HSBC Group's two employee share plans increased by 604 to 6,940 in the first half of
2002.

Mr Peter Lee Ting Chang, JP, Chairman and Managing Director of Hysan Development Company Limited, joined the Board of
Directors on 3 August. We extend our warm welcome to him.

In the second half of 2002, a hoped-for recovery in re-exports should lead to a modest rebound in the Hong Kong economy but the
pace of recovery will probably be slow. Domestic demand and investment are likely to remain subdued in view of high unemployment
and weak asset prices.

Hang Seng will focus on cost control and credit risk management while continuing to build more profitable long-term customer
relationships and diversifying income sources to increase shareholder value. We shall also further expand our operations in mainland
China to pave the way for future growth.

Our commitment to excellence will be demonstrated continuously by delivering maximum value to shareholders and premium service
10 customers.

P

David Eldon
Chairman
Hong Kong, 5 August 2002
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CHIEF EXECUTIVE’'S REPORT

Hang Seng Bank’s results in the first half of 2002 reflect both the success of our key strategies and the impact of the
unfavourable operating environment.

Qur focus on expanding non-interest income resulted in other operating income growing by 14.6% and contributing
28.9% of total operating income, compared with 24.7% for the first half of 2001. Qur strict cost discipline resulted in a
2.7% reduction in operating expenses.

The results were, however, affected by a 7.6% reduction in net interest income, mainly attributable to the decline in
free funds’ contribution in the low interest rate environment,

Operating profit before provisions was HK$5,849 million, a fall of HK$118 million, or 2.0%, from the first half of 2001.
However, compared with the second half of 2001, operating profit before provisions rose by 5.7%.

The increase in non-interest income indicated good progress in our wealth management initiatives. We continued to
launch innovative financial services to meet more sophisticated customer needs and deepen customer relationships. Firm

inroads were also made in growing our commercial banking business and mainland China operations.

Financial highlights
Profit before tax amounted to HK$5,978 million, a reduction of 3.3% from the first half of 2001 but an increase of 12.1%
compared with the second half of 2001,

Net interest income decreased by 7.6% to HK$5,453 million, while average interest-earning assets fell by 4.1% to
HK$442,284 million. Net interest spread improved by 17 basis points to 2.38%. This was, however, more than offset by a
reduction of 26 basis points in the contribution from net free funds to 0.11%, leading to a 9 basis point compression in the
net interest margin to 2.49%.

Net interest spread benefited from improved spreads on holdings of fixed rate securities in a lower interest rate
environment, growth in lower cost savings deposits and a wider spread earned on time deposits. These were partly offset
by a further decline in the average yield on the mortgage portfolio.

The contribution from net free funds was affected by the sharp fall in market interest rates, resuiting in a reduction of
HK$623 million in net interest income compared with the first half of 2001.

Other operating income rose by 14.6% to FK$2,212 million, with the strong growth of 27.6% in net fees and
commissions to HK$1,434 million reflecting our success in delivering wealth management services.

Reflecting the Bank's strict cost discipline, operating expenses fell by 2.7% to HK$1,816 million. The already low
cost:income ratio fell further by 0.1 percentage point to 23.7%, compared with the first half of 2001.

In the weak economy, the net charge for bad and doubtful debts for the first half of 2002 amounted to HK$281
million, against the comparative figure of HK$21 million which benefited significantly from the exceptionally high releases
and recoveries during the first half of 2001,

New and additional specific provisions were reduced by 8.3% to HK$528 million, with the reduction in specific charges
for corporate accounts and residential mortgages offsetting the rise in specific charges for card advances and personal
loans. Releases and recoveries, mainly in corporate accounts and taxi loans, reduced by 55.5% to HK$247 million.

The ratio of total provisions as a percentage of gross advances fell to 1.38%, compared with 1.55% at the end of
2001. Specific provisions decreased by 0.16 percentage point to 0.75% and general provisions fell slightly to 0.63%.

Gross non-performing advances (after deduction of interest in suspense) fell by HK$208 million, or 3.4%, to HK$5,966
million, compared with the end of 2001. There was an improvement in the ratio of gross non-performing advances to total
gross advances to 2.6% from 2.7% six months earlier.

We maintained strong liquidity and remained wvell capitalised. The average liquidity ratio for the first half of 2002 was
43.4%, compared with 46.0% for the year-earlier period. The total capital ratio at 30 June 2002 was 15.4%, compared
with 15.3% six months earlier, and the tier 1 capital ratio was 12.6%, compared with 12.3%.




Business performance
Our businesses are divided into five lines that aim at long-term higher-value creation and speedy response to customer
needs.

Personal financial services remained the major profit contributor, providing 49.7% of the HK$5,978 million profit before
tax. Commercial banking contributed 9.7% of pre-tax profit, corporate and institutional banking 8.0% and treasury
17.3%. Other businesses, which mainly represent management of shareholders’ funds and investments in premises,
investment properties and long-term equities, provided 15.3% of pre-tax profit,

Current, savings and other deposit accounts declined by 1.5% to HK$408.3 billion compared with the end of 2001,
There was a shift of funds from time deposits to savings and current accounts, reflecting customers’ preference for liquidity
in the low interest rate environment.

Advances to customers (after deduction of interest in suspense and provisions) recorded growth of 1.5% to HK$225.7
billion, despite subdued loan demand in the uncertain economic environment.

Lending to the manufacturing sector grew by 20.7%, reflecting the Bank'’s efforts in developing middle market and
small corporate relationships. Trade finance recorded growth of 6.0%, as Hong Kong’s re-export trade began to pick up in
the first half of 2002.

Total advances to Mainland-related entities grew by 3.8% to HK$9.9 hillion and accounted for 4.3% of total advances
at the end of June.

Residential mortgages continued to grow amid intense market competition. However, Government Home Ownership
Scheme (GHOS) mortgages decreased following the imposition of a moratorium on GHOS sales between September 2001
and June 2002.

As a result of the continued reduction in the pricing of new mortgages and the repricing of existing loans, the average
yield on the residential mortgage portfolio, excluding GHOS mortgages and staff loans, fell to 138 basis points below BLR
for the first half of 2002, before accounting for the effect of cash incentive payments. This compared with 65 basis points
and 103 basis points below BLR in the first and second halves of 2001 respectively.

Major businesses

In personal financial services, growth of 7.7% in profit before tax was recorded, compared with the same period last year.
Net interest income improved slightly, benefiting from the shift of customer deposits to lower cost savings although
mortgage yields continued to fall.

The strong growth of 31.5% in other operating income reflected the success of wealth management initiatives.
Comprising investment and insurance services, wealth management recorded a rise in contribution of 62.1% to HK$809
million for the first half of 2002.

The investment fund business performed impressively. A rise of 210.5% to HK$472 million in fees from distribution and
management of retail investment funds was recorded.

Sales of retail investment funds, including the popular Hang Seng investment Series, amounted to HK$15.2 billion, an
increase of 156.4% over the same period last year. The Investment Series comprised a total of 48 retail funds at 30 June,
including 30 capital guaranteed funds — the largest series of guaranteed funds in Hong Kong.

Total funds under management by Hang Seng’s asset management and private banking business units grew by
HK$11.3 billion, or 44.5%, to HK$36.6 billion during the first half of the year.

The life insurance business reported good progress, with growth of 59.6% to HK$142 million in life insurance
distribution commissions.

There was a 3.2% increase to HK$130 million in securities broking and related income.

Our integrated accounts have become a major platform to strengthen total customer relationships and expand wealth
management services. In the first half of 2002, the number of Prestige Banking Centres for affluent customers increased by
26 to 59. Stamina Banking was launched in April, offering a wide variety of lifestyle privileges. ezLink Financial Services, an
integrated account for customers commuting between Hong Kong and the Mainland, was introduced in February.
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Chief Executive’s Report (continued)

Credit card advances and other lending to individuals, mainly tax and personal loans, grew by 3.0% and 14.8%
respectively, in line with the Bank’s strategy to diversify its loan portfolios.

Commercial banking recorded a decrease of 15.8% in profit before tax. Despite the satisfactory growth in trade finance
and other lending to the manufacturing sector, nat interest income suffered from the reduction in lending margins. The
operating result was also affected by a reduction in Mandatory Provident Fund service income and the substantial release
and recovery of bad and doubtful debts in the same period last year.

A Business Banking Division was set up in May to increase our focus on small and medium-sized enterprises (SMEs),
which make up the cornerstone of Hong Kong'’s businesses.

Corporate and institutional banking recorded a decline of 17.1% in profit before tax. The operating result was affected
by the compression in corporate lending margins, a reduction in credit facilities income and lower levels of recoveries of
bad and doubtful debts compared with the same period last year.

Treasury achieved encouraging growth of 19.2% in profit before tax. Interest income rose by 13.7% as the fixed rate
debt securities portfolio continued to benefit in a low interest rate environment. Other operating income increased, helped
by the growth in dealing profits and income from corporate treasury services. Profit on disposal of debt securities from the
accrual portfolio also grew.

In mainland China, where the Bank intends to take advantage of the financial liberalisation following the country’s
WTO entry, there were several significant developments,

In July, our Shanghai and Guangzhou branches began offering foreign currency services to maintand Chinese residents
and enterprises, while the Shenzhen branch launched the services on 5 August 2002, The Guangzhou branch opened a
Prestige Banking Centre in July. The Shanghai branch moved to larger ground-level premises and opened a Prestige Banking
Centre on 5 August 2002. It will shortly launch renminbi services for expatriates and foreign-invested enterprises. These
developments will allow the branches to further expand their customer base and grow both their deposit base and loan
portfolio.

The China Securities Regulatory Commission has granted its approval for Hang Seng Securities Limited to set up a
representative office in Shanghai.

In Taiwan, we opened our first representative office in Taipei in January.

e-Banking has become an important part of our integrated multi-channel delivery network since its launch in August
2000.

At the end of June, the number of customers ragistered for e-Banking had grown to more than 207,000, an increase of
about 17% from six months earlier. The number of internet transactions had risen to some 10% of total transactions and
online share trading to about 55% of total securities transactions.

The Bank's main website, www.hangseng.com, was ranked second as at December 2001 in the list of top banking sites
in Hong Kong (by reach) by NetValue, a global internet measurement company.

Meanwhile, counter transactions fell to 16.3% of total transactions in the first half of 2002 from 17.5% in the same

period last year, allowing our branches to focus on product sales.

Good citizenship
We share our success with the communities we serve through philanthropic and sponsorship activities. Qur commitment is
focused primarily on education, community services and sports.

Since 1995, the Bank has allocated over HK$27 million to its scholarship schemes, benefiting more than 430 students.
The award of scholarships to six Hong Kong and Mainland students to study abroad from September 2002 took the total
number of students benefiting from the Hang Seng Bank Overseas Scholarship Scheme to 28.

For the fifth consecutive time, we sponsaored the 'Hang Seng Bank - Help the Police Fight Youth Crime Competition’. A
record number of 108,714 entries were received, the highest participation in a single crime prevention competition

organised by the Police.
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Almost 8,000 people have participated in about 140 activities and championships organised by the Hang Seng Table
Tennis Academy so far this year. The Hang Seng All Schools Championships 2002 attracted a record 1,581 applications, an
increase of 20% from the previous year. The Bank's sponsorship of the Acadermy will take its total sponsorship amount for
the promotion of the sport to over HK$16 million from 1991-2003. In April, the Bank won a Gold Quill Award for its role in
the establishment of the Academy from the International Association of Business Communicators.

Looking ahead
In the second half of 2002, the banking environment will remain difficult, with continued intense competition, pressure on
margins, surplus liquidity and weak loan demand.

Hang Seng will put to work its considerable strengths, which include financial soundness, a large customer base, strong
brand value and efficient operations, to maximise value for shareholders.

We shall continue to expand our local franchise, leverage on information technology and grow in mainland China.

Our focus on higher margin value-creating businesses, in particular wealth management and commercial banking, will
be strengthened. As part of our efforts to deepen customer relationships, lifestyle banking services, segmentation and
needs-based cross-selling will be emphasised. We shall also reach out to more small and medium-sized businesses.

We shall leverage on information technology to improve customer convenience and cost-efficiency. Our internet
banking services will be further enhanced.

We see great opportunities in mainland China, where we shall continue to expand our services and network of offices
in strategically important cities. Applications have been lodged to open a branch in Nanjing and a sub-branch in Puxi,
Shanghai, as well as to upgrade our Beijing representative office to a branch.

An application has also been submitted to operate personal internet banking services in the Mainland. Hang Seng
Investment Management Limited has applied to open a representative office in Shenzhen.

Our financial prudence will continue in the form of asset guality control and cost leadership. Banking operations will be
further streamlined for greater efficiency.

Given our solid track record and our sound growth strategies, and with the continued support of shareholders,
customers and staff, we are well-positioned to meet the challenges ahead.

=

Vincent H C Cheng
Vice-Chairman and Chief Executive
Hong Kong, 5 August 2002
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CONSQLIDATED PROFIT AND LOSS ACCOUNT unaudited

¥FELOT  FFRER FELEE
—R@-F _FF-£ —EFE-F
AAZ+A AA=+E +-F=+-8
Half-year Half-year Half-year
ended ended ended
Wi 30 June 30 June 31 December
(UEE T BT (Figures in HKSm) note 2002 2001 2001
R BHA Interest income 7,617 14,430 10,079
2 Interest expanse (2,964) (8,528) (4,321)
BRIEWA Net interest income 1 5,453 5,902 5,758
Hib B WA Other operating income 2 2,212 1,931 2,016
=E1PN Operating income 7,665 7,833 7,774
S Operating expenses 3 11,816) (1,866) (2,238)
NREGSA 2 EERR Operating profit before
provisions 5,849 5,967 5,536
RERER Provisions for bad and doubtful
debts 4 (281) (21) (403)
BN Operating profit 5,568 5,946 5,133
BRETEER Profit on tangible fixed assets
RBREZEF and long-term investments 5 343 212 181
ERMEFRE Net deficit on property revaluation - - (14)
FEILES & DR 2 B F Share of profits of associated
companies 67 25 31
BB -REBER Profit on ordinary activities
before tax 5,978 6,183 5,331
—REZEN KB Tax on profit on ordinary activities 6 (758) (808) {592)
FITRRESZEF Profit attributable to
shareholders 5,220 5,375 4,739
Bz REBER Retained profits at beginning of
period
o BEBRTEHEEIT o as previously reported 19,618 18,732 20,162
o B EBRRELAE o arising on change in
accounting policies 17 ~ -
o REFEHEIT ° as restated 19,635 18,732 20,162
BATHERRBEINE Transfer of depreciation to
premises revaluation reserve 48 50 50
ERTUHRREYEMER Realisation on disposal of
ZEEE premises and investment
properties 2 20 22
BEAE Exchange adjustments 2 - )
BERR B Proposed dividends 8 (4,015) (4,015) (5,353)
MRZREEF Retained profits at end of
period 18 20,892 20,162 19,618
(LB TR FT) (Figures in HK3)
SRER Earnings per share 7 2.73 2.81 2.48
BRESR Dividends per share 8 2.10 2.10 2.80

|2




CAEEREErazs

CONSOLIDATED BALANCE SHEET unaudited

—gg-f _FF-F —EE-£
NA=t+AH RNAZ+A FZA=+-AH
A& At30June  At30June At 31 December
(UEETBLUFF) (Figures in HK$m) note 2002 2001 2001
BE ASSETS
EFReRERES Cash and short-term funds 9 88,438 118,172 111,099
—BANR Lz EETRALE Placings with banks maturing
after one month 10 42,192 49,665 43,666
FHE Certificates of deposit 11 26,822 19,407 23,203
GFEEERGECES Securities held for dealing
purposes 12 1,209 2,837 2,167
BEFREX Advances to customers 13 225,746 219,750 222,436
EEERAGRAGZE Amounts due from immediate
SEEPNGIVE holding company and fellow
subsidiary companies 10,425 7,641 8,297
RHRE Long-term investments 14 54,918 40,963 43,262
BEANRE Investments in associated
companies 1,051 808 774
EWETEE Tangible fixed assets 11,237 11,916 11,323
EEE Other assets 15 8,568 11,458 8,560
470,606 482,617 474,787
afi LIABILITIES
Fk FEREMATR Current, savings and other
deposit accounts 16 408,295 415,484 414,328
BEZEEA Deposits from banks 17 2,287 4,050 2,622
BEETFRAFARASZE Amounts due to immediate
WEBARER holding company and feliow
subsidiary companies 1,896 1,098 1,051
EtBE Other liabilities 13,843 16,802 11,715
426,321 437,434 429,716
BERR CAPITAL RESOURCES
LN Share capital 9,559 9,559 9,559
& Reserves 30,711 31,609 30,159
BIERS Proposed dividends 4,015 4,015 5,353
BRER Shareholders funds 18 44,285 45,183 45,071
470,606 482,617 474,787




FREEZBEHEER CONSOLIDATED STATEMENT OF CHANGES

REEZ IN EQUITY unaudited
—gFE _EFE-F ZFF-F
~NAETFH ~A=+B +ZA=+-—H
fiti  At30June  At30June At 31 December
(MBS FETFIR) (Figures in HK$m) note 2002 2007 2001
HyzBREES LR Shareholders’ funds at beginning
of period
o BEBEEHEEIR o as previously reported 45,071 45,937 45,183
o BEMEME AR ° change in accounting policies
- REMZEENE B8 — net transitional liabilities
BEFE on defined benefit schemes (189) - -
- RERBEBERGE — value on long-term assurance
business 206 - -
17 - -
o IRBH EEANR o as restated 45,083 45,937 45,183
EETHZREREE Unrealised deficit on revaluation
of premises - - (209)
ERREMEZARERRE Unrealised deficit on revaluation
of investment properties
o RITRMEB LR o Bank and subsidiary companies - - (211)
o BN e associated company - - 61)
REREREEHERS Long-term equity investment
revaluation reserve
o RERZEMBE o unrealised deficit on revaluation (395) 612) (238)
c ARERBREREMERZEME o realisation on disposal (277) (164) (115)
BEEE Exchange adjustments 2 - 2)
HARRESARRBZFER Net losses recognised in the
shareholders’ funds during
the period (670) (776) (836)
Bz REES R Profit attributable to shareholders
for the period 5,220 5,375 4,739
2R B Dividends paid (5,353) (5,353) {4,015)
Rz BREES 6 Shareholders’ funds at end of
period 18 44,285 45,183 45,071




KEEN+g5r ECONOMIC PROFIT unaudited

RERTIZIEEREFASEDR
ZHERBERR - CERAORATRE
REZEARE - BARAKRE
TEERBHDZTHFAE  WUREE
BRMSHNRELERT  Ean
RTZBEERKAE - LHEED
MEEBNES  DEBRELS
ARBREE-

Economic profit is calculated from profit after tax, adjusted for non-cash items, and
takes into account the cost of capital invested by Hang Seng’s shareholders. For
consistency, the benchmark cost of capital of 15.0 per cent was applied, which is
above Hang Seng’s true cost of capital under the current low interest rate
environment. The trend of economic profits in this analysis shows that Hang Seng

continues to create value for its shareholders.

¥ELHE FERBHEE ¥FRER

—Eg-F —FF-F ZEE-F

ANA=+H K~A=Z+A +ZF=+—H

Half-year Half-year Half-year

ended ended ended

30 June 30 June 371 December

(UEBEBEBTLSTF) (Figures in HK$m) 2002 2001 2001
THREER Average invested capital 31,260 30,448 31,664
e - NEE Return on invested capital® 5,265 5,423 4,799
2 NFN Cost of capital (2,322) (2,270) (2,397)
EERT Economic profit 2,943 3,153 2,402

CRARTOBESRENESBERL
BHEEN -

* Return on invested capital represents profit after tax adjusted for non-cash items.




HEBREREFLER CONSOLIDATED CASH FLOW STATEMENT
A E R unaudited
¥EROE FEZER
—RF=fF ZEE-F
XB=+H NA=ZTH
Half-year Half-year
ended ended
fit iz 30 June 30 June
(HEEEETLET) (Figures in HK$m) note 2002 2007
REEREHZREREER Net cash outflow from
operating activities 21@) (1,406) (4,031
REREEH2RESRO Cash flows from investing activities
AEBEARZRS Net cash outflow from investment in
pruabed:] an associated company (35) (25)
BEARERE Purchase of long-term investments (38,148) (18,991)
HEXBOERBIREMS Proceeds from sale or redemption of
long-term investments 27,324 17,101
BAEFKEETEE Purchase of tangible fixed assets (92) (105)
HEEFEEEEMS Praceeds from sale of tangible fixed assets 2 49
BEE QAR 2 BB Dividends received from an associated
company 21 27
BREREMBSZHA Income received on long-term investments 983 1,250
REEHZHEE RN FE Net cash outflow from investing activities (9,945) (694)
REBEFDZ2HERD Cash flows from financing activities
BRARE Dividends paid l (5,353) (5,353)—,
HRELHIRERLFE Net cash outflow from financing activities (5,353) (5,353)
RERERREEB2RY Decrease in cash and cash equivalents (16,704) (10,078)
BUZRERERALEE Cash and cash equivalents at beginning
of pericd 141,103 157,511
HAZBRERERESER Cash and cash equivalents at end
of pericd 124,399 147,433




Mt 5¥ NOTES

(LB EETLIIR) (Figures in HK$m)
1 FRERA 1 Net interest income
EELOTE FEHER FELEEZT
—8g-F ZFF-F ZFF-F
AB=+AH ~NA=Z+A +zZA=Z+-—8
Half-year Half-year Half-year
ended ended ended
30 June 30 June 31 December
2002 2001 2001
FR S WA Net interest income 5,453 5,902 5,758
REAMECTHEE Average interest-earning assets 442,284 461,267 448,711
EEE Net interest spread 2.38% 2.21% 2.35%
FMEWmE Net interest margin 2.49% 2.58% 2.55%
2 HipEEWA 2 Other operating income
EFELTE FELZEE HERLRED
-eg=¢  -¥F-5  -FT-%
ANAE+H ~NAZ+H +ZA=+—8
Half-year Half-year Half-year
ended ended ended
30 June 30 June 31 December
2002 2001 2001
fig A Dividend income
o FTEHEE e listed investments 44 51 35
o ELMEHRE e unlisted investments 9 6 1
53 57 36
REELA: Fees and commissions
o BHEELEREBRS e securities/stockbroking 130 126 94
o TEHEES s retail investment funds 472 152 218
o {RBZ s insurance 185 168 256
e PR e account services 129 136 144
s EX ¢ remittance 62 61 62
o EBF e cards 292 312 321
o ZEHEAH e credit facilities 146 157 148
o AO/HOHE s import/export 99 106 108
o Hith * other 75 60 67
REERESBA Fees and commissions receivable 1,530 1,278 1,418
REELRA:TH Fees and commissions payable (156) {(154) (134)
1,434 1,124 1,284
EERA Dealing profits
o IME » foreign exchange 280 259 272
o BHERAMBEED s securities and other trading activities 10 - 1)
290 259 271
R RRER Insurance underwriting 125 129 97
BREMEZHSBA Rental income from investment
properties 113 123 122
Hith Other 197 239 206
2,212 1,931 2,016




Notes (continuad)

3 ExEIH 3 Operating expenses
EELOT FFHEES FERER
Egz —FF—F —EE-F
NB=ZT+H ~NE=+B +=ZBE=+-H
Half-year Half-year Half-year
ended ended ended
30 June 30 June 31 December
2002 2001 2001
AEEH Staff costs
c HeREMAFER e salaries and other costs 215 909 925
o IRIRBHIETEI T H o retirement benefit costs 28 112 322
1,013 1,021 1,247
nE Depreciatior 174 189 197
BHERKEER Premises and equipment
o e X o rental expenses 84 80 84
o EHfh o other 282 339 364
366 419 448
Hit G & B R Other operating expenses 263 237 346
1,816 1,866 2,238
RAE AL Costiincome ratio 23.7% 23.8% 28.8%
ETAH (HEREBETAR) Staff numbers (full-time equivalent) 7,329 7.425 7,488
4 RIZREH 4 Provisions for bad and doubtful debts
YELAT FFEREE FEREED
-g9=F  -BF-5  -FF-%
ABEZ+A ~NA=Z+H +ZAZ=Z+—8
Half-year Half-year Half-year
ended ended ended
30 June 30 June 31 December
2002 2001 2001
RBEEHFEZE/(BE) Net charge/(release) for bad
and doubtful debts
BEFER Advances to customers
HRER Specific provisions
o HER ° new provisions 528 576 559
o B[O o releases (222) (461) (136)
o WRIEHBIRE o recoveries (23) (94) (20
281 21 403
—RREH General provisions - - -
TEHEERFE Net charge to profit and loss account 281 21 403




5 EFETEER

5 Profit on tangible fixed assets and long-term investments

REREZHEN
FELDFE rELER FEEER
—g8E=-F ZFF-F —FEE-—F
AAE=FH ~NA=Z+A FZAE+—H
Half-year Half-year Half-year
ended ended ended
30 June 30 June 31 December
2002 2001 2001
HERBBREREZHET Profit on disposal of long-term
equity investments
o BERHBMEFHFHERRMER o realisation of amounts previously
CHE recognised in revaluation reserves
at beginning of period 316 181 184
o iR B e |oss arising in current period (39) (17) (69)
277 164 115
HEBZHREBESY Profit less loss on disposal of
A BB 18 held-to-maturity debt securities 75 49 71
HEBFETEEZHEMEER Profit less loss on disposal of
tangible fixed assets - ) 6
REREREER Provision for impairment of
long-term investments () - (11)
343 212 181
& BB 6 Taxation
BABREERAZHREMARE Taxation in the consolidated profit and loss account represents:
B
FERHE ¥ELER ¥EpgE=
—gg=F  -FF-&  -FF-F
ABR=+A8 AKA=+8B +ZA=t—H
Half-year Half-year Half-year
ended ended ended
30 June 30 June 31 December
2002 2001 2001
EENGHERS Provision for Hong Kong profits tax 745 802 605
BB ZTIE Taxation outside Hong Kong 3 2 4
REHE Deferred taxation - - 21
748 804 588
EEEERRZHIE Share of associated companies’
taxation 10 4 4
ERMBESE Total charge for taxation 758 808 592
ERHEE Effective tax rate 12.7% 13.1% 11.1%

EENGHEBDNBE-_ZEC
FRAZTHEEZHFRAERR
BARBEAZ TAREFE (RE
BoZE-FEFER) - NEEH
AITBREANZHBRRA RS
EREEXMENECBEENER
BRIEER -

The provision for Hong Kong profits tax was made at 16.0 per cent (the same rate as
for 2001) based on an estimate of the assessable profits for the half-year ended 30
June 2002. Similarly, taxation provisions for subsidiary companies and branches
outside the Hong Kong SAR were made at the appropriate rates of taxation

prevailing in the countries in which they operate.



Mizx (48) Notes (continued)

7 SBREF 7 Earnings per share
“EE-FEEEEEREF IR The calculation of earnings per share for the first half of 2002 is based on earnings

BaMEBITZE-TERL (Z of HK$5,220 million (HK$5,375 million in the first half of 2001) and on the
EE—FLEFAEERATZEL weighted average number of ordinary shares in issue of 1,911,842,736 shares
THEBL) REFTEAERME  (unchanged from the first half of 2001).

g+ LE-F-—BA+EE

ZTFrE=TARR (EZ2E—F

FEFEHPRIBES)) HE -
8 BEEE 8 Dividends per share
¥ER/OE FEEER EFEREE
-gg=% —eF- —sg—%
AE=Z+AH SAZ+HA +-—A=Z+—8
Half-year Half-year Half-year
ended ended ended
30 June 30 June 31 December
2002 2001 2001
SREF BEROT SPBY EYEET  SREY EEBET
per share HKSm  per share HK$m  per share HKSm
HKS HKS HKS
E—RFRER First interim 210 4,095 210 4,015 - -
F b E Second interim - - - - 280 5,353
2.10 4,015 2.10 4,015 2.80 5,353
0 ERFR$REHES 9 Cash and short-term funds
—RE-F —FF-—F —FF-F
ABE=E+H ~BE=Z+B FZHA=1+-—-H
At 30 June At 30 June At 31 December
2002 2001 2001
EFEResRTHAEER Cash in hand and balances
Hib & migig with banks and other
financial institutions 3,873 3,916 3,729
HEE-—EARIB2 Money at call and placings with
FEHERRAZE banks maturing within one month 79,846 104,457 101,293
E% Treasury bills 4,719 9,799 6,077
88,438 118,172 111,099
EHZIHE FSHHE Remaining maturity of treasury bills:
o ZEAMR o within three months 3,520 3,383 3,385
o ZHANLE—F o one year or less but over
three months 1,199 6,416 2,692
4,719 9,799 6,077




10 —BEULZ2EHEREE

10 Placings with banks maturing after one month

—ge-F ZFE-F —EFE-F
ABEFAH ~AZ+H TZAZ+—15
At 30 June At 30 June At 31 December
2002 2001 2001
ZHEANMSEE Remaining maturity:
s —BAUNLEEZ@EA * three months or less but
over one month 32,375 34,223 29,835
 ZAANEE—F * one year or less but
over three months 9,817 15,442 13,831
42,192 49,665 43,666
11 FRE 11 Certificates of deposit
—gg=F ZEE-F —EFE-F
ANB=ZTEH NA=+H +ZAE=E+-H
At 30 June At 30 June At 31 December
2002 2001 2001
EHHBFRERE Remaining maturity:
e =fAA MBI H o three months or less but
not repayable on demand 3,242 2,223 2,395
o Z{{ALEE—% * one year or less but
over three months 5,542 7,497 6,096
o —FPFERF o five years or less but over one year 17,937 9,687 14,705
o REME e over five years 101 - 7
26,822 19,407 23,203
12 BHETRRZES 12 Securities held for dealing purposes
—gg=# —FF-5  -FE-%
~A=TA NA=Z+H +ZA=+—-8H
At 30 June At 30 June At 31 December
2002 2001 2001
EREFZRHEFAEHAE - Debt securities by remaining maturity:
« Z{EAREENEEH » three months or less but
not repayable on demand 579 158 662
o —BANEE-F  one year or less but
over three months 214 1,385 920
e —FLEERF o five years or less but over one year 416 965 516
e AFELE » over five years - 208 69
1,209 2,716 2,167
BZ Equity shares - 121 -
1,209 2,837 2,167
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Notes (continued)

13 BEFER

13 Advances to customers

(F)EFEH (a) Advances to customers
—g8-F —EF—F —FE-F
ANA=TAH ANA=+H FZA=+—H
At 30 June At 30 June At 31 December
2002 2001 2001
REEFESE Gross advances to customers 228,893 223,741 225,926
B EE Specific provisions (1,710) (2,554) (2,052)
—RREE General provisions (1,437) (1,437) (1,438)
225,746 219,750 222,436
ZRH AT Remaining maturity:
o RN#EE o repayable on demand 12,128 11,764 12,062
o ZEAREHABESE o three months or less but
not repayable on demand 15,441 17,170 13,213
o ZHANLEE—F o one year or less but
over three months 26,036 23,847 24,815
o —ELFERF o five years or less but
over one year 83,242 75,878 82,065
o AEN E o over five years 84,628 87,505 86,789
o DEE—EENKE o overdue for more than one month 1,452 973 808
o REER o non-performing advances 5,966 6,604 6,174
BEFEERER Gross advances to customers 228,893 223,741 225,926
REREEE Provisions for bad and doubtful debts (3,147) (3,991) (3,490)
225,746 219,750 222,436
BEFERAEBE Included in advances to customers are:
c EHEE o trade bills 2,222 2,085 1,882
o REBEE o provisions for bad and doubtful
debts (&6) (44) 61)
2,156 2,041 1,821




13 BEFER (8) 13 Advances to customers (continued)

(Z) EFEHRERER (b) Provisions against advances to customers
BXHE
HH —# i Suspended
Specific General Total interest

ZEE-F-A—-B&&H At 1 January 2002 2,052 1,438 3,490 509
HAMk Amounts written off (649) - (649) (117)
KEFEEHBRcER Recoveries of advances

written off in previous years 25 - 25 -
ERRERER Net charge to profit and

loss account 281 - 281 -
BARBRAE Interest suspended during the

period - - - 74
W E &R F S Suspended interest recovered - - - (52)
BERE Exchange adjustments 1 (1 - -
TEECFSAZTHER At 30 June 2002 1,710 1,437 3,147 414

tBRFBEECR [EFE  Suspended interest comprises both suspended interest netted against “Advances to
2R THEMAREHNE] BET  customers” and suspended interest netted against accrued interest receivable in
ZEWREREANNAIBRZERE - “Prepayments and accrued income”.

BEGHRPERLEMNT Total provisions as a percentage of gross advances to customers are as follows:
—ge-F  -FF-F  -TF-%
ANA=+AH NB=Z+H +zZA=+—H
At 30 June At 30 June At 31 December
2002 2061 2001
% % %
R Specific provisions 0.75 1.14 0.91
—RER General provisions 0.63 0.64 0.64
BAER Total provisions 1.38 1.78 1.55
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13 BEFER (B

() EFEMZREHRRERE
FECEBRREEXDZ @I EEA
BEXEFPERRERFFMT :

Notes (continued)

13 Advances to customers (continued)
(c) Non-performing advances to customers and provisions
Non-performing advances to customers on which interest has been placed in

suspense or on which interest has ceased to accrue are as follows:

—gg-F —FE—F —FF-F
AEE+E ~A=+H +ZA=+-H
At 30 June At 30 June At 31 December
2002 2001 2001
RIBRES Gross non-performing advances
on which interest
o FIBEEEREE o has been placed in suspense 5,622 6,578 6,084
o BREIEFEME o accrual has ceased 479 342 251
6,101 6,920 6,335
BRF B Suspended interest (135) (316) (161)
REE" (WF13(T)) Gross non-performing advances*
(note 13(d)) 5,966 6,604 6,174
EIREE Specific provisions (1,710) (2,554) (2,052)
REEFE Net non-performing advances 4,256 4,050 4,122
BHREEHREER OX Specific provisions as a percentage
of gross non-performing
advances* 28.7% 38.7% 33.2%
REE HERFER YR Gross non-performing advances*
as a percentage of gross
advances to customers 2.6% 3.0% 2.7%

*EHEBERFEIT .

EPERRBRVERVGEZHE
EXEHEMBEZER MEUE
MABLERDNRIERBRR
B REETEERABRBAR=(E
ABRGERELZEBEECEFE
KeBETHRERN AELXE
FMERE=BANLREELE
FOBEAREREE ARER
RERRERLK DHREBE
R EBmEE-

* Stated after deduction of interest in suspense.

Non-performing advances to customers are those advances where full repayment of
principal or interest is considered unlikely and are so classified as soon as such a
situation becomes apparent. Non-performing advances may include advances that
are not yet overdue for more than three months but are considered doubtful. Except
in certain limited circumstances, all advances on which principal or interest is
overdue for more than three months are classified as non-performing. Specific
provisions are made after taking into account the value of collateral held in respect

of such advances.




13 EFER (& 13 Advances to customers (continued)
(T)ERHBzEFEE (d) Overdue advances to customers
ERSF-ABALZEEERRE The amounts of advances to customers which are overdue for more than three

HEZFERZHLENT months and their expression as a percentage of gross advances to customers are as
follows:
—gg-F —EE—F —EE-F
AB=+H ~A=Z+H +-ZA=+~H
At 30 June At 30 June At 31 December
2002 2001 2001
% % %
BEPEF 2Aee Gross advances
FEBME to customers* which

have been overdue
with respect to either
principal or interest
for periods of:

o ZfHANKLENEAR

o

six months or less but

over three months 823 0.3 861 0.4 1,338 0.6
o NMARULEE—F s one year or less but
over six months 1,321 0.6 1,455 0.6 894 04
o —FE © Over one year 2,910 1.3 3,709 1.4 3,203 14
5,054 2.2 5,425 2.4 5,435 2.4
BRBZEFER (ML) Overdue advances to
customers (as above) 5,054 2.2 5,425 2.4 5,435 2.4
B MBIMERGEE 2B Less: overdue advances
EFER on which interest is
still being accrued (691) (0.3) (655) (0.3) (622) (0.3)
m:EmB=EAKU TR AR Add: advances overdue
B ENBEEEXRESE for periods of three
ZEFPER months or less, or
which are not yet
overdue, and on which
interest has been
placed in suspense
s IAEREFER * included in
rescheduled
advances 321 0.1 1,137 05 484 0.2
o Hit ° other 1,282 0.6 697 0.4 877 04
REE (W 13(7) Gross non-performing
advances* (note 13(c)) 5,966 2.6 6,604 3.0 6,174 2.7
* BB EREEIR - *Stated after deduction of interest in suspense.




13 BEER (&)
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Notes (continued)

13 Advances to custemers (continued)

(d) Overdue advances to customers (continued)

Advances with a specific repayment date are classified as overdue when the principal
or interest is overdue and remains unpaid at the period-end. Advances repayable by
regular instalments are treated as overdue when an instalment payment is overdue
and remains unpaid at the period-end. Advances repayable on demand are classified
as overdue either when a demand for repayment has been served on the borrower
but repayment has not been made in accordance with the demand notice, or when
the advances have remained continuously cutside the approved limit advised to the

borrower for more than the overdue period in question.

(e) Rescheduled advances to customers
The amount of rescheduled advances and its expression as a percentage of gross

advances to customers are as follows:

g2 ¢ o -3 ZEE-#& —EE-£F
AHEETH NA=Z+H +ZF=+—-8
At 30 June At 30 June At 31 December
2002 2001 2001
% % %
EBIRFERS Rescheduled advances
to customers* 391 0.2 2,336 1.0 512 0.2

* BB ERFEHN T

EEZEPERNARFHBEE
ERNPHET MEEFAE
ERENHEZER -

Nz EREEFPERE TR
EXEXRGER  NAPE=@EAN
LRZEPEFN  ZEERERER
L 13(T)ER -

(C) BFEMZHEREL
EFERZHENBIEKBRESM
Eenk SHFREBRERZEEZR
EmEE - E—RBEAT BEER
ZERAMEAEERZER A
EREBERERAZIAERE - B
“ET_ERAZTR ATIZE
FERREBZRERERHEN
BRABOZNTHES REERE
EX (BT -FRAZTERC
T -E+_A=+-HER) -

[26

* Stated after deduction of interest in suspense.

Rescheduled advances are those advances which have been restructured or
renegotiated because of a deterioration in the financial position of the borrower
leading to an inability to meet the original repayment schedule.

Rescheduled advances to customers are stated net of any advances that have
subsequently become averdue for over three months and are included in overdue

advances to customers set out in note 13(d) above.

(f) Segmental analysis of advances to customers by geographical area
Advances to customers by geographical area are classified according to the location
of the counterparties after taking into account the transfer of risk. In general, risk
transfer applies when an advance is guaranteed by a party in an area which is
different from that of the counterparty. At 30 June 2002, over 90 per cent of Hang
Seng’s advances to customers and the related non-performing advances and
overdue advances were classified under the area of Hong Kong (unchanged from
positions at 30 June 2001 and 31 December 2001).
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13 Advances to customers (continued)
(g) Gross advances to customers by industry sector

The analysis of gross advances to customers (after deduction of interest in suspense)
by industry sector based on categories and definitions used by the Hong Kong

Monetary Authority is as follows:

-ge=f  -¥F-%  -FE-%
ANB=+A ~NAZ+A +ZA=+—AH
At 30 June At 30 June At 31 December
2002 2007 2001
HEBRRAZER Gross advances to customers
for use in Hong Kong
IX BERERE Industrial, commercial and
financial sectors
s MEERE s property development 19,775 19,199 20,237
o MERE s property investment 29,952 28,538 29,403
e TRLE = financial concerns 2,121 1,693 1,991
e RELL s stockbrokers 199 133 115
o HBLTEH ¢ wholesale and retail trade 3,755 4,084 3,737
o Bl e manufacturing 2,032 1,789 1,683
o BHRIEHRME e transport and transport equipment 9,671 8,205 9,687
o Hit e other 19,129 18,741 17,109
86,634 82,382 83,962
@A Individuals
s BE [EERHEE - o advances for the purchase of
[(MAZEBREEFE] R flats under the Government Home
[(HEBEEE] 2F Ownership Scheme, Private Sector
EERBER Participation Scheme and Tenants
Purchase Scheme 36,752 39,333 39,295
s BEHOAEYEZRBER = advances for the purchase of
other residential properties 78,937 76,678 77,537
s EHRER o credit card advances 5,419 4,986 5,262
o Hit ° other 6,944 5,945 6,050
128,052 126,942 128,144
EEETRACERASE Total gross advances for use
in Hong Kong 214,686 209,324 212,106
BESrE Trade finance 10,002 10,455 9,434
EEBUNMEACZER Gross advances for use outside
Hong Kong 4,205 3,962 4,386
EFERME Gross advances to customers 228,893 223,741 225,926
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Notes (continued)

14 RERE
(F) REREZHKREERE

14 Long-term investments
(a) Carrying value of long-term investments

HREEE Carrying Value

—g®=¢  -FF-F  -FT-%
ANB=1R ~NAE=Z+H  FZA=+—H
At 30 june At 30 June At 31 December
2002 2001 2001
BEHRzEERS Held-to-maturity debt securities
HORBERT Issued by puklic bodies
o PREFRPRIET o central governments and
central banks 5,940 3,806 3,324
o HEftnit#iE o other public sector entities 8,375 6,053 6,510
13,315 9,859 9,834
AEMBEET Issued by other bodies
c MEREMERIEE o banks and other financial
institutions 21,229 14,960 15,234
o o corporate entities 15,428 12,217 14,537
36,657 27,177 29,771
51,972 37,036 39,605
BEERE Equity investments
B EET Issued by corporate entities 2,846 3,927 3,657
54,918 40,963 43,262
BREHRZERES Held-to-maturity debt securities
EEELT Listed in Hong Kong 1,167 371 311
HEEEUIE TR Listed outside Hong Kong 15,368 7,560 9,762
16,535 7,931 10,073
L™ Unlisted 35,437 29,105 29,532
51,972 37,036 39,605
BERE Equity investments
EEELD Listed in Hong Kong 2,189 3,269 2,848
EEREUME £ Listed outside Hong Kong 82 92 95
2,271 3,361 2,943
kL™ Unlisted 675 566 714
2,946 3,927 3,657
54,918 40,963 43,262

REMR BBEFYURKED
R LB RAEABLEERRE
FEBZBBERTEZERS - BR
BREURFEEHRRENER -

Held-to-maturity debt securities are stated at cost, adjusted for the amortisation of
premiums and accretion of discounts over the period from the date of purchase to
the date of redemption. Equity investments are stated at fair value, less provision for

impairment.




14 RERE (&) 14 Long-term investments (continued)
(C)BFERRZEBESRZ LA FEME (b)Fair value of held-to-maturity debt securities

AFEE  Fair Value

—gg-g  -¥F-F  -FF-%
SNA=+A ~NA=Z+EB FZAE=E+—H
At 30 June At 30 June At 31 December
2002 2001 2001
BREERZERES Held-to-maturity debt securities
HARBEET Issued by public bodies
o MREMRFPRET o central governments and
central banks 7,055 3,825 3,401
o Hip NE#E o other public sector entities 8,649 6,216 6,741
15,704 10,041 10,142
BEMB BT Issued by other bodies
« AERAMEEBE e banks and other financial
institutions 21,278 14,974 15,265
o X e corporate entities 15,549 12,338 14,663
36,827 27,312 29,928
52,531 37,353 40,070
REDOR-EBES Held-to-maturity debt securities
EEELT Listed in Hong Kong 1,182 373 315
EEAUIMLE T Listed outside Hong Kong 15,494 7,570 9,856
16,676 7,943 10,171
i) Unlisted 35,855 29,410 29,899
52,531 37,353 40,070

() BEHGzEBEFEERASYH (<) Maturity analysis of held-to-maturity debt securities
TABEHRZEEEERIBE  The maturity profile of the above held-to-maturity debt securities categorised by the
AWM (ABLEEBZEANEREZE  remaining period from the balance sheet date to the contractual maturity date is as

BREARE) AW ¢ follows:
FEEE Carrying Value
-§8-f  -¥F-F  -FF-%
XBE=+H NA=Z+HB FZAEZ+—H
At 30 June At 30 June At 31 December
2002 2001 2001
ERHAFBREE Remaining maturity:
o = AREIFINEFLH o three months or less but not
repayable on demand 7,532 7.351 7,892
e —HANLEE—F e one year or less but over
three months 10,667 7,168 6,087
o —FLLFERE e five years or less but over one year 31,481 19,474 22,930
o AHEM F e over five years 2,292 3,043 2,696
51,972 37,036 39,605




Mz (4E) Notes (continued)

15 HeEE 15 Other assets
—EEZ —EE-£F ZFE-F
NA=TFAH ~NAZ+B  +tZA=+-H
At 30 June At 30 June At 31 December
2062 2001 2001
BERERUINEMEE Unrealised gains on off-balance
ZREERREMITE sheet interest rate, exchange rate
TAGHZAREBREF and other derivative contracts
which are marked to market 876 862 570
R E Deferred taxation 34 13 34
RAELERRESR ltems in the course of collection from
other banks 3,756 4,722 2,881
B RERE Prepayments and accrued income 2,040 2,991 2,294
HA 91 Other accounts 1,862 2,870 2,781
8,568 11,458 8,560
EIEHORBREAM Remaining maturity:
o Z@AR o three months or less 6,874 8,820 6,467
o =AU LEE—F o one year or less but over three months 621 2,446 1,048
o —FLLERE o five years or less but over one year 947 50 913
o AENLE o over five years 80 103 98
8,532 11,419 8,526
o B o overdue*
- ZEANULEEREAR - six months or less but
over three months 5 5 5
- ~MERKEE-F — one year or less but over
six months 7 8 7
- —FBE - over one year 24 26 22
36 39 34
8,568 11,458 8,560

CEEREREE [ANRETUE] FTZ  *Represented mainly by overdue interest receivable included under “Prepayments and accrued
BEEKRTE - income”,
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16 Current, savings and other deposit accounts

Zgg-F —FE-F ZEFE—F
NA=+AH NAZ+B +ZF=+—H
At 30 June At 30 June At 31 December
2002 2001 2001
BEFPRER Customer deposit accounts
o BREM e current accounts 32,548 25,950 31,471
s HETH * savings accounts 146,910 128,745 141,608
s THERAMER ¢ time and other deposits 211,020 245,768 222,685
BHTFRE Certificates of deposit in issue 17,809 15,021 18,564
BHAMEBEBES Other debt securities in issue 8 - -
408,295 415,484 414,328
BEFEX Customer deposit accounts
a] B A SR ER Repayable on demand 223,161 176,953 186,557
BREERSKBMS With agreed maturity dates or
AT F AT E - periods of notice, by remaining
maturity:
c —BARNESENRKRER e three months or less but not
repayable on demand 159,948 210,806 198,405
e ZHARLE-F e one year or less but over
three months 6,973 12,606 10,664
o —FLLERE e five years or less but over one year 396 98 138
390,478 400,463 395,764
BHERE Certificates of deposit in issue
ZEHHAFRDE Remaining maturity:
° —[HANEBEENKER o three months or less but not
repayable on demand 6,836 4,272 3,888
o —AAUNLE—F s one year or less but over three
months 8,827 1,797 6,667
s —FENLEREE e five years or less but over one year 1,781 8,587 7,644
o AFLE ¢ over five years 365 365 365
17,809 15,021 18,564
BHEMERES Other debt securities in issue
ZIEBRISREE Remaining maturity:
o —EANEEENSRER * three months or less but not
repayable on demand 8 - -
8 _ _
408,295 415,484 414,328
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Notes (continued)

17 BHEER

17 Deposits from banles

ot Y e ZFE-—F ZEF—%F
AB=+H NA=+8 TZA=+—FH
At 30 June At 30 June At 31 December
2002 2001 2001
BB EE Repayable on demand 1,146 2,924 2,406
EREFRRERBNE - With agreed maturity dates or periods
I T FREE of notice, by remaining maturity:
o —fHANEBEENRKEER o three months or less but not
repayable on demand 1,137 1,096 198
o ZHEHANLEE—F o one year or less but over three
months 4 30 18
2,287 4,050 2,622
18 REES 18 Shareholders’ funds
ZEBBCF —EE-F ZFFE-F
~E=tH ~A=+H  tZA=+—H
At 30 June At 30 June At 31 December
2002 2001 2001
% 2 Share capital 9,559 9,559 9,559
REE T Retained profits 20,892 20,162 19,618
T RIREMEE L FHEE Premises and investment properties
revaluation reserves 8,069 8,672 8,119
REREREEGHB Long-term ecuity investment
revaluation reserve 1,657 2,676 2,323
EABEOGHE Capital redemption reserve 99 99 99
FE Reserves 30,711 31,609 30,159
40,270 41,168 39,718
BUREZ S Proposed dividends 4,015 4,015 5,353
RERE® Shareholders' funds 44,285 45,183 45,071
TFHREESEHRE Return on average
shareholders’ funds 23.8% 24.4% 21.4%

BAATSEAHBLR LS
FE EERBEATILED
B -

There was no purchase, sale or redemption of the Bank’s listed securities by the Bank

or any of its subsidiaries during the period.

RS VNSRS - N
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19 Capital resources management

Analysis of capital base and risk-weighted assets

—gB2-fF —FF-—F ZFF-F
ANB=+A ANAZ+B  +fZA=+-H
At 30 June At 30 June At 31 December
2002 2001 20071
BEAEE Capital base
E-—BERX Tier 1 capital
o BRAR o share capital 9,559 9,559 9,559
o REBEF| o retained profits 20,533 19,821 19,342
o BAEEREME ° capital redemption reserve 99 99 93
CEl ° total 30,191 29,479 29,000
EZREXR Tier 2 capital
o TTURBEMEEEHSE s premises and investment properties
revaluation reserves 5,674 5,860 5,708
o RERERESERE > long-term equity investment
revaluation reserve 1,056 1,605 1,418
e REFER—RERE o general provisions 1,437 1,437 1,437
° &t o total 8,167 8,902 8,563
M RGaTEZRE Unconsolidated investments and
REMEE other deductions (1,608) (1,365) (1,331)
BERER Total capital base after deductions 36,750 37,016 36,232
ERMESE Risk-weighted assets
BERERMUA On-balance sheet 224,802 219,577 221,565
BERBERN Off-balance sheet 14,058 14,743 14,726
BERNEEE Total risk-weighted assets 238,860 234,320 236,291
BETSERE ZEER Total risk-weighted assets adjusted
MEEE for market risk 239,200 234,834 236,588
BRERIE Capital adequacy ratios
FREMISERE After adjusting for market risk
o E—RE ° tier 1* 12.6% 12.6% 12.3%
o M= s total* 15.4% 15.8% 15.3%
ABETISEBR Before adjusting for market risk
o FAihE e tier 1 12.6% 12.6% 12.3%
o W& e total 15.4% 15.8% 15.3%

‘AR FERFEELREERLER
REFHAEHESRIBER -

*The capital ratios take into account market risks in accordance with the relevant Hong Kong

Monetary Authority guideline under the Supervisory Policy Manual.
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Notes (continued)

20 RBESEE

REFERTRGOMRT 2 ER
FECBAZTORBESHE

20 Liquidity ratio
The average liquidity ratio for the period, calculated in accordance with the Fourth

Schedule of the Hong Kong Banking Qrdinance, is as follows:

=3

¥ERgOE FEEEZ FEZER
g CoCat 3 —EE-#F —EE-F
AB=1A ~NA=+H +ZA=+—8
Half-year Half-year Half-year
ended ended ended
30 June 30 June 37 December
2002 2001 2001

KT REKERITER The Bank and its major
ZEEME LA banking subsidiaries 43.4% 46.0% 45.2%

29 BeEROHESR

(F) EXEFRREEXFHZ

21 Reconciliation of cash flow statement
(a) Reconciliation of operating profit to net cash flow from operating

RELREHRE activities
KELDE LELEE
—ge=#F —FF-F
ABZ+E  AA=+E
Half-year Half-year
ended ended
30 june 30 June
2002 2001
EEN Operating profit 5,568 5,946
RIFRER Provisions for bad and doubtful debts 281 21
wE Depreciation 174 189
RHRECEHE Amortisation of long-term investments (42) (249)
RBRMEBEZERHESEE Advances written off net of recoveries (624) (484)
EHEE 2 RUIEA Income receivable on long-term investments (953) (1,196)
RELEZHZFRERA Net cash inflow from trading activities 4,404 4,227
BeRhEEES L E Change in cash and short-term funds 1,499 5,129
ZEAMNEIBHZEE Change in placings with banks repayable after
FHF%z# three months 4,014 7,207
FREZEY Change in certificates of deposit (3,374) (1,765)
BEEERBRIESF 2 # Change in securities held for dealing purposes 958 1,662
EFERCE Change in advances to customers (2,967) (1,768)
EBERARIRABZE Change in amounts due from immediate holding
MBARRKZE company and fellow subsidiary companies (455) (580)
HitEE2# Change in other assets (38) (185)
BEPERZE Change in customer deposit accounts (5.286) (14,412)
BHERESCE Change in debt securities in issue (747) 291
RAxGERZE Change in deposits from banks (335) 248
EEERARLARZF Change in amounts due to immediate holding
NEREFRE company and fellow subsidiary companies 845 (901)
EMEEZEE Change in other liabilities 1,629 (3,100)
BB Taxation paid (68) (168)
WMhrnEZERAMERSEE Elimination of exchange differences and
other non-cash items (1,485) 84
REEETHZERENR Net cash outflow from operating activities (1,406) (4,031)

|34




21 BERBEER (8) 21 Recondiliation of cash flow statement (continued)
(Z)E2REFELEHZE I (b) Analysis of the balances of cash and cash equivalents

ZgE-F —FF—F
AAZ+E  AAZ1E
At 30 June At 30 June
2002 2001
BEFRsRTHEE Cash in hand and balances with banks and
REMERESE other financial institutions 4,244 3,978
KBER—EARIEZ Money at call and placings with banks
EHRTFHRAZ maturing within one month 82,455 105,155
E# Treasury bills 2,415 1,767
—Z=EARHEHZ Placings with banks repayable between
THERRAZE one to three months 34,887 35,226
FRE Certificates of deposit 398 1,307
124,399 147,433
22 ERH - ARRTEIR 22 Contingent liabilities, commitments and derivatives
(F)SH2H  FEZIEELH (a) Contract amount, credit equivalent amount and
REGNESHE risk-weighted amount
ERZIEELHE
4428 Crecit  BRMEDE
Contract equivalent Risk-weighted
amount amount amount
EEFNAZ1H At 30 June 2002
FEEY Contingent liabilities:
#ix Guarantees 14,635 14,481 4,311
i Commitments:
ERAEREBREIRERS Documentary credits and short-term
' trade-related transactions 7.470 1,501 1,492
APAZEXNERER Undrawn formal standby facilities,
S E B RE M MEREE credit lines and other
commitments to lend:
o —EPT e under one year 65,755 - -
e —ERINE e one year and over 16,668 8,334 7,656
Hi Other 47 47 47
89,940 9,882 9,195
EEREH Exchange rate contracts:
HEREHINERS Spot and forward foreign exchange 106,446 1,016 248
HitEEAH Other exchange rate contracts 11,855 168 42
118,301 1,184 290
FIREH Interest rate contracts:
FIZEH Interest rate swaps 52,200 1,077 261
HEMESLY Other interest rate contracts 16,550 - -
68,750 1,077 261
HusTaTESH Other derivative contracts 16 - -
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Notes (continued)

22 Contingent liabilities, commitments and derivatives (continued)

(a) Contract amount, credit equivalent amount and

RERBIESE (E) risk-weighted amount (continued)
BEEZHERE
=X ok Credit BRNESE
Contract equivalent Risk-weighted
amount amount amount
ZEZ-FXA=Z+A At 30 June 2001
HEEE Contingent liabilities:
ER Guarantees 9,124 9,033 3,906
RIE Commitments:
EABREHEAMERS Documentary credits and short-term
trade-related transactions 6,176 1,240 1,234
FBRZEAERBEH - Undrawn formal standby facilities,
EEERE MR credit lines and other
commitments to lend:
o —ELT o under one year 62,777 - -
o —HFERME o one year and over 18,296 9,148 8,899
87,249 10,388 10,133
EESH Exchange rate contracts:
AR REMINER 5 Spot and forward foreign exchange 143,256 2,103 481
EmEZaH Other exchange rate contracts 5,556 85 17
148,812 2,188 498
MEEH interest rate contracts:
) = 15 55 Interest rate swaps 47,556 820 206
H 4l F =& 4 Other interest rate contracts 7,755 - ~
55,311 820 206




22 REEYE - RERTETIAR (B) 22 Contingent liabilities, commitments and derivatives (continued)

(F)ENEHE EEZHESH
RERINEZH (8)

(a) Contract amount, credit equivalent amount and

risk-weighted amount (continued)

EEZIHESE
BB Credit BREMESE
Contract equivalent Risk-weighted
amount amount amount
ZEF-F+ZA=1+—H At 31 December 2001
REER Contingent liabilities:
R Guarantees 11,802 11,706 3,761
ZE Commitments:
ERBEREHESHEERS Docurmentary credits and short-term
trade-related transactions 5,768 1,154 1,151
REFAZERNERER Undrawn formal standby facilities,
EEBREMBFRE - credit lines and other
commitments to lend:
o —ELT e under one year 64,317 - -
o —FN L o one year and over 19,367 9,683 9,257
HAt Other 47 47 47
89,499 10,884 10,455
EESH . Exchange rate contracts:
HHREHINERS Spot and forward foreign exchange 98,143 1,066 249
HEXREY Other exchange rate contracts 7.917 102 21
106,060 1,168 270
MESH Interest rate contracts:
F & Interest rate swaps 44,446 1,035 240
HEaAEEL Other interest rate contracts 6,842 - -
51,288 1,035 240

LRINHEEREXRUIIRHZA
ZEANEHE FEZEASEERA
BmESH - HEEEZHESE
DRERERBMESEZR - it
ESENRBEBRITEEIME
CEREAFRERLEMGEE I8
THERBZEBREREED
EoMBRAEBEBRARL - AER
NEREAZZENZ— B 1B
Ex  MERAMTEIASY
AlRRNERERERTERANZA
+

The tables above give the nominal contract, credit equivalent and risk-weighted

amounts of off-balance sheet transactions. The credit equivalent amounts are

calculated for the purposes of deriving the risk-weighted amounts. These are

assessed in accordance with the Third Schedule of the Hong Kong Banking

Ordinance on capital adequacy and depend on the status of the counterparty and

the maturity characteristics. The risk weights used range from O per cent to 100 per

cent for contingent liabilities and commitments, and from O per cent to 50 per cent

for exchange rate, interest rate and other derivative contracts.
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22 HEME RORATETIR (&
(F)ENEH FEZHEEH
REBINEZE (£

KEEBRALEHBEEES
BMZIA BREFBEEAL EA
B OERERRAEEZAZ A
FReBBERALRAERPERE
RZBBIER HEEHERS
B EREREPZCERRE &
ENAEEGN HaERERAR
mZER e BRLEEEERA R
ERERACIS  HA02EL
BEUTRERRBEZER -

EEBERIIIZERTIAR
BINVE  MERBRESEWS LME
TZHE 28 RHEREESX
2.

LWETAZANESERTEE
EAMARIMIRZUE EXLF
REEREBE - -USTAZEER
EeENBRBEERBTERAME
ZZRRGE  BARHEERE
ALBEZENBERBECESR
EERBRMEZEH -

Notes (continued)

22 Contingent liabilities, commitments and derivatives (continued)
(a) Contract amount, credit equivalent amount and

risk-weighted amount (continued)

Contingent liabilities and commitments are credit-related instruments which
include acceptances, letters of credit, guarantees and commitments to extend credit.
The risk involved is essentially the same as the credit risk involved in extending loan
facilities to customers. These transactions are, therefore, subject to the same credit
origination, portfolio maintenance and collateral requirements as for customers
applying for loans. As the facilities may expire without being drawn upon, the total
of the contract amounts is not representative of future liquidity requirements.

Off-balance sheet financial instruments arise from futures, forward, swap and
option transactions undertaken in the foreign exchange, interest rate and equity
markets.

The contract amounts of these instruments indicate the volume of transactions
outstanding at the balance sheet date and do not represent amounts at risk. The
credit equivalent amount of these instruments is measured as the sum of positive
mark-to-market values and the potential future credit exposure in accordance with

the Third Schedule of the Hong Kong Banking Ordinance.

(Z)EERK (b) Replacement cost

—gE-F —FFEF —EF-F
NAE=+H ~NA=Z+H +=ZA=+—H
At 30 June At 30 June At 31 December
2002 2001 2001
EEEH Exchange rate contracts 501 936 310
FlZEAEHD Interest rate contracts 879 670 859
HufTETRAAN Other derivative contracts - - -
1,380 1,606 1,169

AHZEBRARRFELRTEE The replacement cost of contracts represents the mark-to-market assets on all

FERETHEZSN (BEEFEE
Agzel) BB MaSaNL
EEEIMNEREEGEZLH -

contracts (including non-trading contracts) with a positive value and which have not

been subject to any bilateral netting arrangement.
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BRESMENUZEBENRLER
HAT c ARREBENINAE
ENRERNELZZEERTBR
ROHBEBAEIEIRENN -
BRESMTZWAES  ER
BMEEBERSMERES  FAR
BEASENERABEAED R
ZERAREMBESRRZER -
READRIUNZEBKBHZEE
RARDBZERERTE - 88
*REREERENE  ETEH
EvleRMR [EMER] BT
CEEBRARSEBERNZESR
BEHEA -
BEZTEEBDBRKRE
Ale BABRTEBREARPRME
R (BEFR EFF BRER
HEMBEEH) REBVERE (85
FREREE) BERTEBEER
ER MR EFRREE SR
ERB - IHRCBHABEBEE
MAUCRREBEFPRARE -
ERFERBKENERNEREAT
SEBURBTEAFLEE B8
RBE2URBROIEBRELEZE
FRTHER EMEBETER
EEERFES  THEE DE
BRERRBESRE -

23 Segmental analysis
{a) By business segment
Segmental information is presented in respect of business segment and geographical
region. Business segment information, which is more relevant to Hang Seng in
making operating and financial decisions, is chosen as the primary reporting format.
For the purpose of segmental analysis, the allocation of revenue reflects the
benefits of capital and other funding resources allocated to the business or
geographical segments by way of internal capital allocation and funds transfer
pricing mechanisms. Cost allocation is based on the direct cost incurred by the
respective segments and apportionment of management overheads. Rental charges
at market rate for usage of premises are reflected as inter-segment income for the
“Other” segment and inter-segment expenses for the respective business segments.
Hang Seng comprises five business segments. Personal financial services provides
banking (including deposits, credit cards, mortgages and other retail lending) and
wealth management services (including insurance and investment) to personal
customers. Commercial banking manages middle market and smaller corporate
relationships and provides trade-related financial services. Corporate and
institutional banking handles the relationships with large corporate and institutional
customers. Treasury engages in interbank and capital market activities and
proprietary trading. Treasury also manages the funding and liquidity positions of the
Bank and other market risk positions arising from banking activities. Other mainly
represents management of shareholders’ funds and investments in premises,

investment properties and long-term equities.
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(F) ZHEF (5)

Notes (continued)

23 Segmental analysis (continued)

(a) By business segment (continued)

PN IBR2E EBEH
BITER  BEET BERK Uit
Personal % Corporate & Inter-
Financial Commercial  Institutional ~ BIEER EMER  segment =
Services Banking Banking  Treasury Other  Elimination Total
HEZER Half-year ended
ZEEZERA=+H 30 June 2002
BARXHE Income and expenses
FHEBRA Net interest income 3334 597 324 863 425 - 5433
SEILON Operating income 1,303 426 132 167 190 - 2212
BEFUA Inter-segment income - - - - 207 (207) -
HEZEHA Total aperating income 4,637 933 456 4,024 822 {207) 7,655
EET Operating expenses* (4,179) (353 {54) (61)  (169) - {1,816)
BEBXIL Inter-segment expenses (167) 33) @ 3 - 207 -
MBREESHZEERH Operating profit befare provisions 3,294 547 399 950 653 - 5849
REREH Provisions for bad and
doubtful debts (383) 2 82 - 18 - {281)
EE b Operating profit 2,908 549 8 960 671 - 5568
BVETEAERRERE Profit on tangible fixed assets
ZEH and long-term investments 21 28 - 75 219 - 343
EIEBELRZET Share of profits of associated
companies 45 - - - 22 - 67
BRA-REBER Profit on ordinary
activities before tax 2,974 577 486 1,035 912 - 5978
EERMTEE Operating profit excluding
SEBRS inter-segment transactions 3,075 582 484 863 464 - 5568
*BIENE *Including depreciation (60) (1) 2) {1 (100) - (78
ZEE_EXHZFR At 30 June 2002
BEE Total assets 136,420 24,752 64,673 219,769 24,992 - 470,606
BEE Total liabilities 308,819 66,064 12,772 11,835 25,731 - 426,321
BELNARE Investments in associated
companies 368 - - - 583 - 1,051
BREKRY Capital expenditure incurred
during the period 61 ° 1 1 20 - 92
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23 Segmental analysis (continued)

() EKBS (B (a) By business segment (continued)
BA IBkzR BEHK
RITEHR  BFEHT BEEK WEHEHE
Personal EF  Comporate & Inter-
Financial Commercial  Institutional STE£F E#ZH  segment &5
Services Banking Banking  Treasury Other  Elimination Total
FERED Half-year ended
ZEE-F/A=TH 30 June 2001
WARLH Income and expenses
BB BA Net interest income 3,298 598 389 759 858 - 5,902
EEWA Operating income 991 460 139 129 212 - 1,93
BEBYRA Inter-segment income - - - - 209 (209) -
AR A Total operating income 4,289 1,058 528 888 1,279 (209) 7,833
By Operating expenses* {1,185) (382) (48) (60)  (191) - {1,866)
EEEIH Inter-segment expenses (162) (39) ) 3) - 209 -
HBEEESNZEERT Operating profit before provisions 2,942 637 475 825 1,088 - 5967
REBRER Provisions for bad and
doubtful debts (184) 45 104 - 14 - 21
EEER Operating profit 2,758 682 579 825 1,102 - 5946
ERETAERRBRE Profit on tangible fixed assets and
2R long-term investments 3 3 - 43 163 -2
BiEBE N2 G Share of profits of
associated companies - - - - 25 - 25
BiA R EB R A Profit on ordinary
activities before tax 2,761 635 579 88 1,290 - 6,183
EERFIBE Operating profit excluding
BEBRD inter-segment transactions 2,920 721 584 828 893 - 5946
HETE *Including depreciation (65) (17) M ay  (105) - {189)
ZEE-F/NA=1H At 30 June 2001
BEE Total assets 138,166 23,035 65,055 233,546 22815 - 482,617
BEE Total lizbilities 310,111 79,867 19,024 12,148 16,284 - 437,434
BENTR Investments in associated
companies 68 - - - 740 - 808
BRETHE Capital expenditure incurred
during the period 70 13 i 1 20 - 105
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Notes (continued)

23 Segmental analysis (continued)

(F) £BEF| (&) (a) By business segrnent (continued)
BA IERER FEF
#irEE  mEHF  BERE LES
Personal 2% Coporate & Inter-
Financial Commercial  Institutional ~ BIERE HE#EF  segment Bt
Services Banking Banking  Treasury Other  Elimination Total
¥ERER Half-year ended
ZEE-EFZF=+—0 31 December 2001
BARZHE Income and expenses
AR EBA Net interest income 3,402 510 343 908 595 - 5758
PN Operating income 1,082 447 149 149 189 - 2,016
BEBUA Inter-segment income - - - - 206 (206) -
BEEKA Total operating income 4,484 957 497 1057 990 206} 7,774
EE St Operating expenses* (1,506)  (443) (56)  (59)  (174) - (2.239)
BEBI L Inter-segment expenses (162) (36) (4) @) - 206 -
NBEEESHCEERT Operating profit before provisions 2816 478 432 994 816 - 553
REFRER Provisions for bad and
doubtful debts (389) (7) 23) - 16 - (403)
& E R Operating profit 2427 47 409 994 832 - 5133
ENEREERRERE Profit on tangible fixed assets and
Ll long-term investments 14 3 - 70 61 - 181
BEEHEFRE Net deficit on property revaluation - - - - (14) - (14)
B ERRZET Share of profits of
associated companies 7 - - - 24 - 37
BER-—REBET Profit on ordinary activities
before tax 2,448 507 409 1,064 903 - 533
BERATRIE Operating profit excluding
EBxB25 inter-segment transactions 2,589 507 413 998 626 - 5133
HERE *Including depreciation an (16) Q) M aon - {197)
ZRE-FEFTZA=+- At 31 December 2001
BEE Total assets 136,233 22,692 63,108 226,656 26,098 - 474,787
aRE Total liabilities 308,404 69,101 16,412 10,022 25777 - 429,716
BADARE Investments in
associated companies 89 - - - 685 - 774
BRELHR Capital expenditure incurred
during the period 44 7 - 2 35 - 88




23 BEAN (H)
(Z) MEBHELE

WEBHAI BN HEMHBE AR
LETBREEWHIERTRAER
FRIELFEZRTADTHAE

23 Segmental analysis (continued)

(b) By geographical region

The geographical regions in this analysis are classified by the location of the principal

operations of the subsidiary companies or, in the case of the Bank itself, by the

location of the branches responsible for reporting the results or advancing the funds.

MBS o
¥FEREZE FEHER FELER
—gF-F ZEF-F ZEF-F
~B=+A NA=TFAE +ZA=+-H
Half-year Half-year Half-year
ended ended ended
30 June 30 June 31 December
2002 2001 20017
% % %
MEZERA Total operating income
(EHNRFIEXE) (net of interest expense)
i Hong Kong 6,794 89 7,274 93 6,953 89
=) Americas 835 11 524 7 783 10
=g ) Other 36 - 35 - 3 1
7,665 100 7,833 100 7,774 100
BREA - REBER Profit on ordinary
activities before tax
& Hong Kong 5,105 85 5,572 90 4,525 85
= Americas 833 14 509 8 752 14
H Other 40 1 102 2 54
5,978 100 6,183 100 5,331 100
HAERBRX Capital expenditure
incurred during
the period
BE Hong Kong 8] 99 103 98 87 99
=M Americas - - - - 1 1
Hit Other 1 1 2 2 - -
92 100 105 100 88 100
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Notes {(continued)

23 Segmental analysis (continued)

(b) By geographical region (continued)

—gF=F ZEE-F ZEE-F
AA=TH ~NA=1H +=ZA=+—8
At 30 June At 30 June At 31 December
2092 2001 2001
% % %
mEE Total assets
5% Hong Kong 360,701 77 385,709 80 370,489 78
=M Americas 103,615 22 90,495 19 98,145 21
Hit Other 6,290 1 6,413 1 6,153 1
470,606 100 482,617 100 474,787 100
maE Total liabilities
S Hong Kong 412,921 97 420,031 96 415,739 97
= Americas 9,352 2 13,138 3 10,068 2
2t Other 4,048 1 4,265 1 3,909 1
426,321 100 437,434 100 429,716 100
RERHREAR Contingent liabilities and
commitments
Hong Kong 103,923 99 95,612 99 100,704 99
Americas - - - - - -
Other 652 1 761 1 597 1
104,575 100 96,373 100 101,301 100




24 BEEE 24 Cross border claims

PREEOEERFERES £ Cross border claims include receivables and loans and advances, balances due from
TENRAEESRRHEEFTRE - E  banks and holdings of certificates of deposit, bills, promissory notes, commercial
B AR BEEZEMEMAEZE  paper and other negotiable debt instruments and also include accrued interest and
EBRIARBHELMEEZEEF overdue interest on these assets. Claims are classified according to the location of
BHBHAGHE - FEEOEREMK  the counterparties after taking into account the transfer of risk. For a claim
RRGHFHALHE - &5 %A guaranteed by a party situated in a country different from the counterparty, risk will
REBEREME T - EEMZE  be transferred to the country of the guarantor. For a claim on the branch of a bank
RAFEMBEENRHEFHREZ  or other financial institution, the risk will be transferred to the country where its
HWE - BERERZEEFEAZHAE head office is situated. Claims on individual countries or areas, after risk transfer,
wh - FBRTREB®ES T2 amounting to 10 per cent or more of the aggregate cross border claims are shown as
B HEBEEEBEZRTH folows:

TRBECATME®E - E5E

RAREHAGHREAREREEE

BERREE 2 THU L2 BE

BEFHMOT

F#REM
2EEE AERE
Banks & Other Public
Financial Sector i =i
Institutions Entities Other Total
ZEE-ERF=TH At 30 June 2002
TEEEEER Asia Pacific excluding
MERE Hong Kong

o BN e Australia 16,875 480 2,159 19,514
o Hif » Other 28,714 954 3,269 32,937

45,589 1,434 5,428 52,451
E The Americas
s MEKX *+ Canada 14,311 5,590 150 20,051
- s Other 6,969 4,859 6,969 18,797

21,280 10,449 7119 38,848
BE Western Europe
. 2H * Germany 26,277 1,209 120 27,606
o HE e United Kingdom 21,595 83 2,624 24,302
e Hfth » Other 50,056 1,675 2,535 54,266

97,928 2,367 5279 106,174
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Notes (continued)

24 Cross border claims (continued)

BgEREM
Eyd-1 REHHE
Banks & Other Public
Financial Sector Ei =
Institutions Entities Other Total
ZEE-FXA=+H At 30 June 2001
TEEEEER Asia Pacific excluding
HEXE Hong Kong
o BN o Australia 19,088 1,903 859 21,850
o Hit o Other 31,476 1,468 2,370 35,314
50,564 3,371 3,229 57,164
=M The Americas
o MEX o Canada 15,834 5,657 47 21,538
o Hith o Other 10,686 2,653 6,412 19,751
26,520 8,310 6,459 41,289
B Western Europe
o 2E o Germany 27,670 1,079 31 28,780
o HH o United Kingdom 22,208 - 1,221 23,429
o Htth o Other 53,885 1,236 1,469 56,590
103,763 2,315 2,721 108,799
ZEE-F+-HA=+—H At 31 December 2001
TEEEBEN Asia Pacific excluding
ML AE Hong Kong
o B o Australia 17,850 1,260 1,691 20,801
o Hit o Other 33,442 2,283 2,707 38,432
51,292 3,543 4,398 59,233
=M The Americas
o MEX o Canada 15,982 3,752 349 20,083
o Hity o Other 6,737 1,343 7,538 15,618
22,719 5,095 7,887 35,701
AR Western Europe
o EH o Germany 25,136 954 2 26,092
o HE o United Kingdom 20,465 - 1,903 22,368
o Hfh o QOther 54,393 1,617 2,298 58,308
99,994 2,571 4,203 106,768
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25 Accounting policies
This interim report has been prepared on a basis consistent with the accounting

policies adopted in the 2001 financial statements except for the following.

Accounting for defined benefit schemes

In prior years, contributions to defined benefit schemes were made in accordance
with the advice of qualified actuaries so as to recognise the cost of retirement
benefits on a systematic basis over the employees’ service lives and were charged to
the profit and loss account for the year. In accordance with Hong Kong Statement of
Standard Accounting Practice 34 (HKSSAP 34) on “Employee benefits” which was
issued in December 2001 and takes effect for the accounting periods beginning on
or after 1 January 2002, the retirement benefit cost of defined benefit schemes
charged to the current period profit and loss account is determined by calculating
the current service cost, interest cost and expected return on scheme assets in
accordance with a set of actuarial assumptions and taking into account the amount
of net actuarial losses required to be recognised.

Also in accordance with HKSSAP 34, the transitional assets/liabilities in respect of
defined benefit schemes as of 1 January 2002, calculated by estimating the amount
of future benefit that the employees have earned in return for their service in the
prior periods, discounted to present value, and deducting the fair value of the
scheme assets, have been recognised through a prior year adjustment. An amount
of HK$189 million, being the net amount of transitional assets and liabilities, has
been debited to “Retained profits” brought forward at 1 January 2002. Accordingly,
adjustments have been made to “Other assets” to include the transitional assets of
HK$53 million and to “Other liabilities” to include the transitional liabilities of
HK$242 million.
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Notes (continuad)

25 Accounting policies (continued)

Accounting for value on long-term assurance business

To reflect the value placed on Hang Seng's share of interest in the long-term
assurance business of Hang Seng Life Limited, Hang Seng has decided to recognise a
prudent valuation of the discounted future earnings expected to emerge from
business cur-ently in force, taking into account factors such as recent experience and
general economic conditions (“value of long-term assurance business” or
“embedded value”) with effect from 1 January 2002. The embedded value was
determined in consultation with qualified actuaries and was included in “Share of
profits of associated companies” in the consolidated accounts. The increase in the
Bank's share of the value of Hang Seng Life’s fong-term assurance business in the
first half of 2002 amounted to HK$45 million. The amount attributable to the
periods prior to 1 January 2002 amounting to HK$206 million has been recognised
through “Retained profits” brought forward at 1 January 2002 and “investment in

associated companies” in the balance sheet.
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26 Comparative figures
Certain comparative figures have been reclassified to conform with the current

period’s presentation.
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27 Market risk

Market risk is the risk that the movements in interest rates, foreign exchange rates
or equity and commodity prices will result in profits or losses to Hang Seng. Market
risk arises on financial instruments which are valued at current market prices (mark-
to-market basis) and those valued at cost plus any accrued interest (accrual basis).
Hang Seng's market risk arises from customer-related business and from position
taking.

Market risk is managed within risk limits approved by the Board of Directors. Risk
limits are set by product and risk type with market liquidity being a principal factor in
determining the level of limits set. Limits are set using a combination of risk
measurement techniques, including position limits, sensitivity limits, as well as value
at risk (VAR) limits at a portfolio level.

Hang Seng adopts the risk management policies and risk measurement
techniques developed by the HSBC Group. The daily risk monitoring process
measures actual risk exposures against approved limits and triggers specific action to
ensure the overall market risk is managed within an acceptable level.

VAR is a technigue which estimates the potential losses that could occur on risk
positicns taken due to movements in market rates and prices over a specified time
horizon and to a given level of confidence. The model used by Hang Seng calculates
VAR on a variance/covariance basis, using historical moverments in market rates and
prices, a 99 per cent confidence level and a 10-day holding period, and generally
takes account of correlations between different markets and rates. The movement
in market prices is calculated by reference to market data for the last two years.
Aggregation of VAR from different risk types is based upon the assumption of

independence between risk types.
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Notes (continuad)

27 Market risk (continued)

Hang Seng has obtained approval from the Hong Kong Monetary Authority
(HKMA) for the use of its VAR model to calculate market risk for capital adequacy
reporting. The HKMA is also satisfied with Hang Seng’s market risk management
process.

The VAR for all interest rate risk and foreign exchange risk positions at 30 June
2002 was HK$285 million compared with HK$352 million at 31 Dacember 2001.
The average VAR for the first half of 2002 was HK$297 million, with a maximum of
HK$442 million and a minimum of HK$194 million for the period. On an individua
portfolio basis, the values at risk at 30 June 2002 relating to the trading portfolio
and accrual portfolio were HK$4 million (HK$5 million at 31 December 2001) and
HK$284 million (HK$353 million at 31 December 2001) respectively.

The average daily revenue earned from market risk-related treasury activities for
the first half of 2002, including accrual book ret interest income and funding related
to dealing positions, was HK$8 million, compared with HK$6 million for the first half
of 2001. Tha standard deviation of these daily revenues was HK$4 million (HK$3
million for the first half of 2001). No loss was recorded out of 121 trading days in the
first half of 2002. The most frequent result was a daily revenue of between HK$4
mitlion and HK$8 million, with 98 occurrences. The highest daily revenue was
HK$33 million.

Hang Seng’s foreign exchange exposures mainly comprise foreign exchange
dealing by Treasury and currency exposures originated by its banking business. The
latter are transferred to Treasury where they are centrally managed within foreign

exchange pcsition limits approved by the Board of Directors.
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27 Market risk (continued)

The VAR relating to foreign exchange positions was HK$4 million at 30 June
2002 (HK$4 million at 31 December 2001) and the average amount for the first half
of 2002 was HK3$4 million, with a maximum of HK$5 million and a minimum of
HK$3 million in the period. The average one-day foreign exchange profit for the first
half of 2002 was HK$2 million (HK$1 million for the first half of 2001).

Interest rate risk arises in both the treasury dealing portfolio and accruals books,
which are managed by Treasury under limits approved by the Board of Directors. The
VAR relating to interest rate exposures was HK$285 million at 30 June 2002
{HK$352 million at 31 December 2001) and the average amount for the first half of
2002 was HK$297 million, with a maximum of HK$442 million and a minimum of
HK$ 194 million for the period. The average daily revenue earned from treasury-
related interest rate activities for the first half of 2002 was HK$6 million (HK$5
million for the first half of 2001).
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28 Foreign currency positions

Foreign currency exposures include those arising from dealing, non-dealing and
structural positions. At 30 June 2002, the US dollar was the only currency in which
Hang Seng had a non-structural foreign currency position which exceeded 10 per

cent of the total net position in all foreign currencies:

BRZTHE:
ELLE -FF-5  CFE-%
AAZ+E AF=+H +=A=+-8
At 30 June At 30 June At 31 December
2002 2001 2007
EnFLEBERR US dollar non-structural position
HERE Spot assets 238,064 235,047 237,778
RERAE Spot liabilitizs (210,627) (207,328) (206,264)
EHEA Forward purchases 44,544 64,170 39,001
EHEL Forward salkes (63,634) (83,184) (61,725)
HiRERR F R Net options positions - - 4
EBEERBIEERISH Net long non-structural position 8,447 8,705 8,794
RZZTE-_FA=1+EB ' &7327 At 30 lune 2002, Hang Seng’s structural foreign currency positions which exceeded
ERENERBREEZERINEES 10 per cent of the total net structural foreign currency position in all currencies are as
BEESZHUEENT follows:
—gE-F —EE- —EE—F
NA=ZFH ~NAZ+RE +ZA=E+-A8
At 30 June At 30 June At 31 December
2002 2001 2001
EEtER Structural position
e US dollar 792 508 508
ARE Renminbi 95 - -
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29 Material related-party transactions

(a) Immediate holding company and fellow subsidiary companies

During the first haif of 2002, Hang Seng entered into transactions with its
immediate holding company and fellow subsidiary companies in the ordinary course
of its interbank activities including the acceptance and placement of interbank
deposits, correspondent banking transactions and off-balance sheet transactions.
The activities were priced at the relevant market rates at the time of the transactions.

Hang Seng used the IT services of, and shared an automated teller machine
network with, its immediate holding company on a cost recovery basis. Hang Seng
also maintained a staff retirement benefit scheme for which a fellow subsidiary
company acts as insurer and administrator and acted as agent for the marketing of
Mandatory Provident Fund products for a fellow subsidiary company.

The aggregate amount of income and expenses arising from these transactions
during the period, the balances of amounts due to and from the relevant related-
parties and the total contract sum of off-balance sheet transactions at the period-

end are as follows:

T
BREEZEE Income and expenses for the period
HELTZE FEHEZE FEEEZ
=#®=F  -FF-5  -FF-%
AHAZ+H ~NA=+H +=ZA=+-H
Half-year Half-year Half-year
ended ended ended
30 June 30 June 31 December
2002 2001 2001
B A Interest income 126 265 178
MEZH Interest expense 3 33 8
Hitp &g W A Other operating income 38 77 92
EEIH Operating expenses 276 311 536
BREH% Balances at the period-end
ot 3 ¥ 4 —FF-%F —FF-%
~B=+AH ~NEZ+HB +ZHA=+-H
At 30 June At 30 June At 31 December
2002 2001 2001
BRI Total amount due from 10,425 7,641 8,297
BIER Total amount due to 1,896 1,098 1,051
BEBERUNZEANEE Total contract sum of
off-balance sheet transactions 28,664 26,766 21,580
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Nates (continued)

29 Material related party transactions (continued)

(b) Associated companies

Hang Seng maintained an interest-free shareholders’ loan to an associated company.
The balance at 30 June 2002 was HK$208 million (HK$208 million at 30 June 2001
and 31 December 2001). The Bank acted as agent for the marketing of life insurance
products for an associated company. Total agency commissions received during the
first half of 2002 amounted to HK$142 million (HK$89 million and HK$ 168 million

for the first and second halves of 2001 respectively).

(c) Ultimate holding company
During the first half of 2002, no transaction was conducted with the Bank’s ultimate

holding cornpany {unchanged from 2001).

(d) Key management personnel
During the first half of 2002, no material transaction was conducted with key
management personnel of Hang Seng and its holding companies and parties related

to them (unchanged from 2001).
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30 Statutory accounts
The information in this interim report is unaudited and does not constitute statutory
accounts.

The statutory accounts for the year ended 31 December 2001 have been
delivered to the Registrar of Companies and the Hong Kong Monetary Authority.
The auditors expressed an unqualified opinion on those statutory accounts in their
report dated 4 March 2002. The Annual Report and Accounts for the year ended 31
December 2001, which includes the statutory accounts, can be obtained on request
from the Company Secretary Department, Level 10, 83 Des Voeux Road Central,

Hong Kong; or from Hang Seng Bank's website www.hangseng.com.
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31 Ultimate holding company
Hang Seng Bank is an indirectly-held, 62.14 per cent-owned subsidiary of HSBC
Holdings plc.




ATESREEERCRAMARAAIZESF LOAYN (TR MELZ2H R-FF_FAA=ZTEABELAT
RERBLRAZEEFEINRTRZA

EBARR ZBEH AREH Bt am

BERTZEER
(BREEB¥ARE)
MEEEL 1,091,516 1,094,783 350,990 158,152 @ 2,695,441
PLEE Gk 300 - - - 300
REREE - ~ - 1,000 @ 1,000
EREN. 3,480,252 - - - 3,480,252
EExiE 1,983 2,500 - - 4,483
ERELE 1,625 - - - 1,625
BFEEYERERAFZEER
(BREE050%E )

FMEREL 1,704,306 1,276,224 74,003 1,696,986 % 4,751,519
PE S - 13,440 - - 13,440
BERAE 24,658 49,620 - - 74,278
BEEELE 14,283 - - 3,000 @ 17,283
R E 102,687 - - - 102,687
HEELEE 9,037 24,342 1,001,269 @ - 1,034,648
TREZE - 18,132 79,622 % - 97,754
EESLE 49,311 2,400 - - 51,711
FEREE 59,658 30,398 - - 90,056
PENEE 10,719 - - - 10,719

(1) FEEELTRAXABGRBEHNR -RARATIRZIDZ —ZREFAEMARERRAELITRE  HHRRFAEEETZ
R BEBHZLFERREE -

(2) HEEBELTREXAAL-ZEEESATMIUEEA ZEEELFF1,633 660 RELEREROARN  MEBLEHF K
DESSIFA B LB - XRABEEBLZXADHBEERZIMEEAAZ—  MEAMBEFELEE158,152RA TR K63,326
BESERERRARG - MEEBLREXALFMLZQANLBREZREA °

(3) REBEFXERBEXRATI-RERZRREA  MZIERHFF1,000RATRGE3 000 RELBHRFR ARG °

(4) FELALEREHE-RALRTLREZDZ —2RORAENARERREAGLITREE  MARLAIBERTZHRNG 4
PEAZLPIEERE °

(5) FEHBREBEUNR ~BARBTIREZAZ —ZRORAEMAREREAELITEE - MIRRFAEZETZEG 13

PEBZLRIERBE -




KA (8)

RIBE-FXAZ+TAH MERBLUARBERSEEELSEYRTEARAAET_RT=FRENELTRER

EREE_FATET -

RIFEZERAZ+H THEEHREREEISORTIESHBERATEBR2EBLAME - ASABREDE
ERRERATERBERTASES -

R2002F RE¥FRITE
6A308 EBLRRERRE

BEr BROSOERY BRITEE
BanBE =@ (BAELE B¥HH ML E B BB S
NE#mEE 36,000 - 217.27 199543 878  1998E3 878 200553878
40,500 — 33334 19964 H18 19994818 2006% 4811
HEREL 1,875 — 539.80 199954818  2004%E8F1B 200551 A31H
1,119 - 602.99 20004 H108  200558A18B  2006€1 K318
BEEFELAE 1,248 - 539.80 19994818  2004%8H18 2005518318
1,679 - 602.99 2000F48108  2005F8FA1B 2006518318
EEELE 3,126 - 539.80 199944 A1H 200448518 2005418318
REE L A 21,000 - 627.67 199843 F16H 2001538168 2008%3716H
1,875 - 539.80 199944 51H  2004%E8A1H 2005€1H31H
1,119 - 602.99 200048108  2005%8A18B  2006E1A31H
gt as 18,000 - 217.27 19953 78 19983/ 7H 200563778
21,000 - 333.34 199654818 19994811 2006F4 F1H
22,500 —~ 501.60 199743 H248 2000835248  2007%F3A24H8
20,250 —~ 62767 199843 H16E 2001538168  2008%E3H16H
1,875 - 539.80 19994818  200458A1H  2005F1831F
1,119 ~ 602.99 20004 /10H  2005E8A1H 2006518318




RZFEZERAZTH UTESRBESZRAERCAARMRN & - 2ERTEREEISOETZELERE
RoBEBRZEETZERNBENT

Y@BaEsE 218,000
BERTE 112,132

EgEtE 47,787
EEREE 44,217
BB & 80,126
Tt R 45,759

REZ-FT_FRAZTHLZH¥FA ATLERGRBATRALEBEFENTFTEAAL  HEEFAALT
EZEIER -

TERFER
BEATREBES (CRER) BIMRECH RIBF-_F/A=ZTR - THRFEARTZHEE RRZENIEE
)T

BECERRYE (EREEERIRL)

ATEE (EBHEH B)
ERELBESERTBERLH 1,199,816,037 (62.76%)
HSBC Asia Holdings BV 1,199,816,037 (62.76%)
HSBC Asia Holdings (UK) 1,199,816,037 (62.76%)
HSBC Holdings BV 1,226,510,848 (64.15%)
HSBC Finance (Netherlands) 1,226,510,848 (64.15%)
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ADDITIONAL INFORMATION

Directors’ interests
As at 30 June 2002 the interests of the Directors in securities of the Bank and its associated corporations disclosed in
accordance with the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (“the Listing

Rules”) were detailed below.

Personal Family Corporate Other Total
Interests Interests Interests Interests Interests

Number of Ordinary Shares

of HK$5 each in the Bank
The Honourable Lee Quo-Wei 1,091,516 1,094,783 350,990 158,152 @ 2,695,441
Mr D G Eldon 300 - - - 300
Mr John C C Chan - - - 1,000 @ 1,000
Dr Ho Tim 3,480,252 - - - 3,480,252
Mr Roger K H Luk 1,883 2,500 - - 4,483
Mr W K Mok 1,625 - - - 1,625

Number of Ordinary Shares

of US$0.50 each in HSBC Holdings plc

The Honourable Lee Quo-Wei 1,704,306 1,276,224 74,003 1,696,986 ¥ 4,751,519
Mr D G Eldon - 13,440 - - 13,440
Mr Vincent H C Cheng 24,658 49,620 - - 74,278
Mr John C C Chan 14,283 - - 3,000 @ 17,283
Dr Ho Tim 102,687 - - - 102,687
Mr Jenkin Hui 9,037 24,342 1,001,269 - 1,034,648
Dr the Hon Eric K C Li - 18,132 79,622 @ - 97,754
Mr Roger K H Luk 49,311 2,400 - - 51,711
Mr Raymond C F Or 59,658 30,398 - - 90,056
Mr S C Penney 10,719 - - - 10,719

Notes:

(1) The Honourable and Mrs Lee Quo-Wei together were entitled to control no less than one-third of the voting power at general meetings
of a private company which beneficially held all of those shares referred to above as his corporate interests.

(2} 1,633,660 shares in HSBC Holdings plc were held by a charitable foundation which is exempt from tax under section 88 of the Infand
Revenue Ordinance and of which The Honourable and Mrs Lee Quo-Wei were members of the Board of Trustees. 158,152 shares in the
Bank and 63,326 shares in HSBC Holdings plc were held by two trusts of which Mrs Lee was one of the two trustees. Neither The
Honourable Lee Quo-Wei nor Mrs Lee was a beneficiary of the shareholdings mentioned in this note.

(3) 1,000 shares in the Bank and 3,000 shares in HSBC Holdings plc were held by a trust of which Mr and Mrs John C C Chan were
beneficiaries.

(4) Mr Jenkin Hui was entitled to control no less than one-third of the voting power at general meetings of a private company which
beneficially held all of those shares referred to above as his corporate interests.

(5) Dr the Hon Eric K C Li was entitled to control no less than one-third of the voting power at general meetings of a private company
which beneficially held all of those shares referred to above as his corporate interests.




Additional Information (continued)

At 30 June 2002, The Honourable Lee Quo-Wai had a family interest in HK$2,500,000 Subordinated Collared Floating
Rate Notes 2003 issued by The Hongkong and Shanghai Banking Corporation Limited.

At 30 June 2002, the undermentioned Directors held options to acquire the number of ordinary shares of US$0.50 each

in HSBC Holdings plc set against their respective names. These options were granted for nil consideration by HSBC Holdings

plc.
Options exercised

Options during the Exercise

held at first half of the year price per
30 June (ordinary chares of share in Date Exercisable Exercisable
2002 US$0.50 each) pence granted from until
Mr D G Eldon 36,000 - 217.27 7 Mar 1995 7 Mar 1998 7 Mar 2005
40,500 - 333.34 1 Apr 1996 1 Apr 1999 1 Apr 2006
Mr Vincent H C Cheng 1,875 - 539.80 1 Apr 1999 1 Aug 2004 31 Jan 2005
1,119 - 602.99 10 Apr 2000 1 Aug 2005 31 Jan 2006
Mr Roger K H Luk 1,248 - 539.80 1 Apr 1999 1 Aug 2004 31 Jan 2005
1,679 - 602.99 10 Apr 2000 1 Aug 2005 31 Jan 2006
Mr W K Mok 3,126 - 539.80 1 Apr 1999 1 Aug 2004 31 Jan 2005
Mr Raymond C F Or 21,000 - 627.67 16 Mar 1998 16 Mar 2001 16 Mar 2008
1,875 - 539.80 1 Apr 1999 1 Aug 2004 31 Jan 2005
1,119 - 602.99 10 Apr 2000 1 Aug 2005 31 Jan 2006
Mr S C Penney 18,000 - 217.27 7 Mar 1995 7 Mar 1998 7 Mar 2005
21,000 - 333.34 1 Apr 1996 1 Apr 1999 1 Apr 2006
22,500 - 501.60 24 Mar 1997 24 Mar 2000 24 Mar 2007
20,250 - 627.67 16 Mar 1998 16 Mar 2001 16 Mar 2008
1,875 - 539.80 1 Apr 1999 1 Aug 2004 31 Jan 2005
1,119 - 602.99 10 Apr 2000 1 Aug 2005 31 Jan 2006




At 30 June 2002, there were conditional awards of shares under the HSBC Holdings plc Restricted Share Plan made in
favour of the undermentioned Directors for the number of ordinary shares of US$0.50 each in HSBC Holdings plc set

against their respective names:

Mr D G Eldon 218,000
Mr Vincent H C Cheng 112,132
Mr Roger K H Luk 47,787
Mr W K Mok 44,217
Mr Raymond C F Or 80,126
Mr S C Penney 45,759

No right to subscribe for equity or debt securities of the Bank has been granted by the Bank to, nor have any such rights

been exercised by, any person during the half year ended 30 June 2002.

Substantial interests in share capital
The register maintained by the Bank pursuant to the Securities (Disclosure of Interests) Ordinance recorded that, as at 30

June 2002, the following corporations had interests (as defined in that Ordinance) in the Bank set opposite their respective

names:
Number of Ordinary Shares
of HK$5 each in the Bank
Name of Corporation (Percentage of total)
The Hongkong and Shanghai Banking Corporation Limited 1,199,816,037 (62.76%)
HSBC Asia Holdings BV 1,199,816,037 (62.76%)
HSBC Asia Holdings (UK) 1,199,816,037 (62.76%)
HSBC Holdings BV 1,226,510,848 (64.15%)
HSBC Finance (Netherlands) 1,226,510,848 (64.15%)
HSBC Holdings plc 1,227,020,925 (64.18%)

The Hongkong and Shanghai Banking Corporation Limited is a wholly-owned subsidiary of HSBC Asia Holdings BV,
which is a wholly-owned subsidiary of HSBC Asia Holdings (UK), which in turn is a wholly-owned subsidiary of HSBC
Holdings BV. HSBC Holdings BV is a wholly-owned subsidiary of HSBC Finance (Netherlands), which in turn is wholly-owned
by HSBC Holdings plc. Accordingly, The Hongkong and Shanghai Banking Corporation Limited's interests are recorded as
the interests of HSBC Asia Holdings BV, HSBC Asia Holdings (UK), HSBC Holdings BV, HSBC Finance (Netherlands) and HSBC
Holdings plc.

The Directors regard HSBC Holdings plc to be the beneficial owner of 1,188,057,371 ordinary shares in the Bank
(62.14%,).




Additional Information (continued)

Purchase, sale or redemption of the Banl's listed securities
During the six months ended 30 June 2002, there was no purchase, sale or redemption by the Bark, or any of its

subsidiaries, of the Bank’s listed securities.

Remuneration
There have been no material changes to the information disclosed in the Annual Report 2001 in respect of the

remuneration of employees and remuneration policies.

Code of best practice
None of the Directors is aware of information that would reasonably indicate that the Bank is not, or was not for any part
of the accounting period for the first half of 2002, in compliance with the Code of Best Practice adopted by the Bank,

which includes all the guidelines set out in Appendix 14 of the Listing Rules.

Recommendations on interim financial disclosure by authorised institutions incorporated in Hong Kong
The information in the interim report for the half year ended 30 June 2002 complies with the module on “Interim Financial
Disclosure by Locally incorporated Authorised Institutions” under the Supervisory Policy Manual issued by the Hong Kong

Monetary Authority in November 2001.

Hong Kong Statement of Standard Accounting Practice 25 “Interim Financial Reporting” ("HKSSAP 25)
The information in the interim report for the half y2ar ended 30 June 2002 complies with HKSSAP 25.

Register of shareholders

The Register of Shareholders of the Bank will be closed on Tuesday, 27 August 2002 and Wednesday, 23 August 2002,
during which no transfer of shares can be registered. In order to qualify for the first interim dividend, all transfers,
accompanied by the relevant share certificates, must be lodged with the Bank’s Registrars, Computershare Hong Kong
Investor Services Limited (formerly known as Central Registration Hong Kong Limited), Shops 1712-1716, 17th Floor,
Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong, for registration not later than 4.00 pm on Monday, 26
August 2002. The first interim dividend will be payable on Wednesday, 4 September 2002 to shareholders on the Register
of Shareholders of the Bank on Wednesday, 28 August 2002.

Copies of the interim report
Further copies of the interim report may be obtained from the Company Secretary Department, Hang Seng Bank Limited,

Level 10, 83 Des Voeux Road Central, Hong Kong; or from Hang Seng Bank'’s website http:/Avww.hangseng.com.
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